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ROYAL COMMISSION ON THE AUTOMOTIVE INDUSTRY 1960 


Ottawa, Ontario. 
e4th October, 1960. 


held before Vincent Wheeler Blayden, Commissioner, 
at the Parliament Buildings, Ottawa. 


PRESENT: 
Mig Ce | Arona) 
Economic advisers to the 
ie. 6. Stytoll: J. Comuission. 


Miss EB. Leitch Secretary of the Commission. 


Mr. L.P. Kavanagh Administrative officer, 
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THE CHAIRMAN: Ladies and gentlemen, 


1 
F I think I should first present my credentials, 
, I have here my commission. 
; ELIZABETH THE SECOND, by the 
Grace of God of the United Kingdom, 
: Canada and Her other Realms and 
Territories QUEEN, Head of the 
Commonwealth, Defender of the Faith. 
: TO ALL TO WHOM these Presents shall 
: come or whom the same may in anywise concern, 
- WHERBAS pursuant to the provisions of 
Part I of the Inquiries Act, chapter 154 of 
2 the Revised Statutes of Canada, 1952, His 
Excellency the Administrator in Council, by 
A Order P.C. 1960-1047 of the second day of 
be August, in the year of Our Lord one thousand 
Fe nine hundred and sixty, a copy of which is hereto 
i annexed, has authorized the appointment of Our 
a Commissioner therein and hereinafter named to 
F examine and make recommendations upon: 
. (a) the present and prospective competitive 
- position of the Canadian automotive 
rt industry, in Canadian and export 
s markets, aS compared with automotive 
x industries of other countries; 
Be (b) the relations tetween the companies 
si producing motor vehicles and parts 
‘tat in Canada and parent, subsidiary 
28 
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1 or affiliated companies in 

2 other countries and the effect of 

3 Such relations upon production in 

4 Canada; 

5 (c) the special problems and competitive 
6 position of the industries in 

7 Canada producing parts for motor 

8 vehicles, and the effects thereof 

9 upon the production of vehicles in 
10 Caneda; 

11 (d) the ability of the Canadian industry 
12 to procuce and distribute economically 
13 the various types of motor vehicles 
14| demanded or likely to be demanded 

15 by the Canadian consumers; and 

16 (e) measures that could be taken by 

17 those in control of the industries 
18 producing motor vehicles and parts 
19 therefor in Canada, by the labour 

20 unions concerned, and by Parliament 
al and the Government, to improve the 
22 ability of such industries to provide 
23 increased employment in the economic 
24 production o2 vehicles for the 

25 Canadian market and export markets; 
26 and has conferred certain rights, powers and 

27 privileges upon Our said Commissioner as will by 
28 reference to the said Order more fully appear. 
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1 NOW KNOW YE that, by and with the 

2 advice of Our Privy Council for Canada, We do 

3 by these Presents nominate, constitute and 

4 appoint Vincent Wheeler Bladen, Esquire, of 

5 the City of Toronto, in the Province of Ontario, 
6 to be Our Commissioner to conduct such inquiry. 

7 TO HAVE, hold, exercise and enjoy the 

8 said office, place and trust unto the said 

9 Vincent Wheeler Bladen, together with the rights, 
10 powers, privileges and emoluments unto the 

11 said office, place and trust of right and by 

12 law appertaining during Our pleasure. 

13 AND WE DO hereby authorize Our said 

14 Commissioner to exercise all the powers conferred 
15 upon, him by section, 11L.of ithe Inquiries Act and 
16 be assisted to the fullest extent by government 
17 departments and agencies. 

18 AND We DO heresy authorize Our said 

19 Commissioner to adopt such proceaure and methods 
20 as he may from time to time deem expedient for 
21 the proper conduct of vhe inquiry and sit at 

22 such times and at such places as he may decide 

23 from time to time. 

24 AND WE DO hereby authorize Our said 
25 Commissioner to engage che services of such 
26 counsel, staff and technical advisers as he may 

27 require at rates of pomunevetion end reimbursement 

28 to be approved by she Treasury Board. 
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AND WE DO hereby require and direct Our 
said Commissioner to report to Our Governor in 
Council with all reasonable despatch, and file 
with the Dominion Archivist the papers and 
records of the Commission as soon as reasonably 
may be after the conclusion of the inquiry.’ 

This is given under the Great Seal. 

I do not think it is necessary to produce 
evidence to identify myself as the said Vincent 
Wheeler Bladen. 

May I next present my colleagues. 

Miss Leitch, who is Secretary of the Commission, 
has been responsible for the administrative matters 
that I have studious!y neglected. She is also 
responsble for the direction of the wonomic 
research on my behalf. 

I am supported here also by two of the 
economic advisers whonI have recruited to rma | 
me in this study, my colleague from the University 
of Toronto, Dr. Stefan Stykolt, Professor of the 
Department of Political Economy, and Mr. Douglas 
Arthur, an economist on the staff of the Department 
of Finance, who has been seconded for temporary 
duty with this Commission; Mr. Kavanagh, of the 
Department of Trade and Commerce, has been seconded 
as Administrative Officer, and Miss Cheeseman, 
private secretary to Miss Leitch, is also here, 
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1 misunderstanding. A large part of the hearings 

2 seems likely to be concerned with the production 

3 of passenger cars. I have given assurance that 

4 the special problemsof producers of commercial 

5 vehicles and that of the great variety of 

6 producers of automobile parts are not being 

7 neglected. 

8 I have received many private submissions 

9 and have studied temm. I have had private 

10 conferences with particular groups of producers, 

11 and many others are contemplated. 

12 I should like to say that I have been 

| received everywhere with the greatest friendliness, 
14 and, indeed, I would say generosity, and I am 

15 eonfident that I can continue to rely onvadd 

16 concerned to answer the questions which in the 

17 course of she study, not merely this week, I shall 
18 be wanting to ask. 

19 30 I have arranged to hear the submissions 
20 from the three biggest automobile cmmpanies 

21 operating in Canada, General Motors, Ford and 

22 Chrysler. 

23 I therefore ask Mr. Walker, President of 
24 General Motors of Canada Limited, if he would 
25 make his submission. 
26 MR. WALKER: Mr. Commissioner, ladies and 
27 gentlemen: First, Mr. Commissioner, I would 
28 like to thank you for your invitation to appear here 
29 
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as the representative of General Motors of Canada 
Limited and for the opportunity to contribute to 
the Royal Commission's inquiry into the prospects 
for our industry ian regard to our @ility to 
manufacture vehicles and parts therefor in Canada. 

Since our company began it has been our aim 
to achieve a high volume of automobile production 
in Canada, and in this we have been successful, 
and our success has yielded handsome returns to 
the economy in terms of employment for many 
Canadians, in our factories, in our offices, and 
the field staffs and the factories and offices 
of our many suppliers in Canada, and similarly 
through the enterprise of our dealer organization 
from coast to coast. We believe that our continuing 
aim is consistent with the aim of the Royal 
Commission. We welcome this inquiry as a vehicle 
which can assist us in our efforts to increase 
both employmentand production in Canada. It is 
our sincere desire to make positive contribution 
to this proceeding in all possible ways. 

It is my purpose today to use this 
occasion to present to you a short resume of the 
formal submission which General Motors of Canada 
Limited made to this Commission. If, when I have 
finished, you have any questions, I shallbe glad 
to answer them to the best of my Spaa Tuy. 

Our formal submission begins with the 


description of our origin and growth as a Canadian 
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company. In 1907, when R.S. McLaughlin designed 

his first automobile for production in Oshawa, 

it was his intention that the car should be all 
Canadian in its content of labour and materials. 

It soon became apparent, however, that to compete 
in the rapidly growng automobile business there 
were certain components which it would be necessary 
to import from the United States, where output 

had already been established n sufficient volume to 
provide a lower unit cost of development and 
operation. Canadian production could not 
economically absorb those costs and still maintain 
competitive selling prices, and accordingly an 
arrangement was made with the Buick Motor Company 
of Flint, Michigan, to supply Mr. McLaughlin with 
engines from a contract which also gave him 

aecess to all Buick's other development work. 

When Mr. McLaughlin decided to build 
Chevrolets in Canada in 1915 he entered into a 
somewhat similar agreement with the Chevrolet 
organization in the United States. 

Three years later, when Chevrolet joined 
General Motors Corporation, these close working 
arrangements with Buick and Chevrolet in the United 
States led to the sale of the two McLaughlin companies 


to General Motors Corporation and to the organization 


of General Motors of Canada Limited. 


This was 1918, and the automobile industry wa 
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now generally established on a firm basis. Improved 
tools, machinery and working conditions all were 
contributing more to efficient operation, which 

in turn was lowering the cost of the products, 
enabling more people to buy them and generating 
more employment at a higher pay. The successful 
evolution of the industry in the United States was 
assured by the development of research facilities 
on a substantial scale. The small volume Canadian 
manufacturer shared in the benefits of these 
facilities as they were being established. 

In summing up the history of production 
by General Motors of Canada Limited, our submission 
points out that from 1907 through May, 1960, we 
have built 3,801,387 cars and trucks. Of these 
we have exported 702,149, and in the same period 
we imported less than 254,000 vehicles for sale 
in Canada. I believe you will agree with me that 
this record of 15 cars built for every one imported 
and 24 exported for every one imported illustrates 
a real contribution to the development of our 
Canadian economy. This ratio, of course, is no 
longer being maintained. 

As we point out elsewhere in uur submission, 
we spent $465 million in Canada for goods, services, 
wages and taxes, or an average of $2 million every 
working day. We have 4,000 suppliers across 


Canada; our employment this year is approximately 
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1 14,000 people; we have nearly 1,300 dealers, 

2 with an estimated 20,000 people on their payrolls. 
3 As for the present and prospective 

4 competitive position of the Canadian automobile 

5 industry, we believe that the hisbory of the market 
6 during the past ten years provides a good indication 
7 of its direction. During these years the growth 

8 of total sales of all vehicles has been impressive; 
9 but since 1956 the Canadian produced share of the 
10 total market has been declining progressively. 

11 This Canadian built share fell from 82.4 per cent 
12 of the Canadian market in 1955 to 62.9 per cent 

13 in L959, Figures so far for 1960 do not suggest 
14 any imminent reversal of this trend. The imported 
15 cars, which again have such an increasingly large 
16 Share of the Canadian market, are primarily cars 

17 of European origin selling at prices below 

18 $2,200. During these same years, that is from 

19 1956 to 1959, imports from the United States, 

20 while subject to temporary influences, show 

21 no progressive trend and continue to represent 

22 a relatively small share of the Canadian market. 

23 The price advantage of European imports 

24 over domestically produced cars is the most 

25 important reason for their success. The 

26 introduction of Canadian built smaller cars has 

27 not been effective so far in reversing the trend 

28 of the European imports. Exports of Canadian built 
29 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


cars are declining at an even more serious rate, 


1 

D and sales of Canadian built cars here in Canada. 

3 The record high of Canadian produced exports was 

4 achieved in 1929, with nearly 102,000 cars and 

5 trucks. In 1959 Canada exported less than 19,000 

6 ears and trucks. Increased competition of the smaller, 
4 * lower priced cars produced and exported by the 

8 expanded European automobile producers has been a 

9 major factor in the decline of Canadian exports. 

10 In addition, obstacles exist to the 

1 importation of Canadian automotive products in 

12 Several important Commonweakh countries. These 

13 obstacles include quotas, Commonwealth content 

14 regulations and discriminatory methods of establish- 
15 ing values for taxation. 

16 Despite the restrictions on Canadian 

17 vehicles entering foreign markets, we continue to 

18 enjoy some share of the world export market, 

19 especially with our Canadian Pontiac models which 

20 have been developed in this country. Our prospects 
21 with this particular line of cars remains relatively 
22 favourable. 

23 The Commission's terms of reference asks 

24 about the relationships between the Canadian 

5 companies and parent or subsidiary or affiliated 

26 companies in other countries. The operations of 
27 our company have been distinctly Canadian ever 

28 since Mr. McLaughlin, who is the present Chairman 

29 of our board, came from Oshawa in 1907. 
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All of our officers and entire management 
personnel are Canadians. Since its formation in 
1918 General Motors of Canada Limited has been a 
wholly-owned subsidiary of General Motors 
Corporation, which in turn is a publicly-owned 
corporation with equity shares listed in Canada on 


the Toronto and Montreal stock exchanges. 
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1 Cry one 
2 
: Of the 301,801 passenger cars built in 
i Canada in 1959, General Motors of Canada produced 
; 49.8 per cent. In the same year 129,399 passenger 
6 cars were inported fron Europe, and oi these our 
7 company imported 23.3 per cent. Included in the 
8 total European passenger car imports trom Hurope 
9 there were about 73,000 from Britain. Since all 
10 of General Moters oi Canada's European inports have 
rl cone from Britain, this meant that we imported 
An 41.3 per cent of all British imports. During the 
13 same period 24,533 passenger cars were imported 
14 fron the United States, of which number we imported 
a 45.6 per cent. Canada's exoorted passenger cars 
16 in 1959 amounted to 15,075, and our company pro- 
“ duced 44 per cent of these. 
18 Our relationship with the various oper- 
19 acing? divisions ior General Motors Corporation in the 
20 United States gives us the benefit of their technology 
m1 torether with the lower unit cost of their high 
92 volume, and at the same tine permits a maxinun of 
23 productive labour to be developed here in Canada. 
24 Our relationships with General Motors 
25 Corporation and the various staff services it makes 
6 available, places at our disposal whenever we wish 
27 to seek then, facilities and experience in engineering, 
28 production, marketing and finance. te have, of 
29 course, taken advantage ol these opportunities in 
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1 - 14 - 
2 

the creation of addition manufacturing potential 

F and higher employment. 

p Decentralized operations and responsibilities 
es with co-ordinated policy is a basic concept of General 
y Motors Corporation. This concept places the respon- 
4 sibility for the operation o1' General Motors of 

‘ Canada directly on its Canadian nanazenent. 

16 Our coinments on the parts industry in 

" Canada” are. briter . General Motors of Canada manu- 

- factures many parts itself, and from this first hand 
re experience we have a real awareness of the problems 
ee facing the parts industry. We both know 

2 that increases in the price of components can reduce 
- ultinately the demand for Canadian-nade vehicles, 

i and inevitably the demand for Canadian-imade 

: components. At the same time, any prograi which 

6 will expand the sale oi Canadian-rade cars will 

A automatically beneiit the Canadian parts makers. 

a Now, turning to the ability of the 

- Canadian automotive industry to produce and distri- 
- bute economically the popular inakes of automobiles, 
a we find no nore indication now than we have found 

95 at any time during the past quarter century that 

26 Canadians want an austerity automobile as such. 

37 It is true that many want a cheaper automobile, 

98 but it can be easily deaonstrated that as important 
29 cost iteas are stripped froi a car that quality 
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ae 
1 
2 
and perforinance are reduced much more rapidly than 
price. 
. some European cars have not done and are 
F not doing as well in the United States as in Canada. 
; They account for only 8 per cent of the U.S. market 
4 as compared to over 28 per cent of ours. 
5 Tie price O01 4 Vauxhall Victor super 
four-door sedan in Detroit is $15 sore than that of a 
‘3 Corvair standard four-door sedan. iy “Toronto, 
ip however, the saime Vauxhall sedan sells at $506 


less than the Corvair. The combined Canadian sales 


1 —— 


and excise taxes are $320 on the Corvair and $201 on 


14 

i the Vauxhall. Thus, lower sales and excise taxes 
ie aecount for $119 of the $566 price advantage of the 
" European built car in the Canadian market. 

- In the United States British cars cost more 
is than in Canada; domestically produced cars cost less 
a than in Canada, and in the United States there are 

ay substantially less taxes on passenger cars. 

99 Since our sub:;ission was prepared prior 

Bg to the latest rulings in regard to matters of duties 
aL and taxes which were recently announced by our 

95 Govern:ient last week, these figures will be delayed 
26 for 1960, and the effect of the new rulings, we 

97 believe, will be that this disadvantage will be re- 
28 duced. 

29 General Motors of Canada have explored 
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1 - 16 - 
2 
carefully the possibility of manufacturing and 
: agsenbling Vauxhalls in Canada. These studies have 
‘ led us to the conclusion that we could not justifiably 
. undertale such a prograi because of higher labour 
: costs in Canada and a lower excise-sales tax base 
i on the car imported fron Britain than on the sane 
: car manufactured in Canada. Our studies also 
; disclose that we can manui'acture very few of the 
iP required parts economically in competition with duty- 
* free inported parts made in Britlain. 
The ability of the Canadian autonobile 
- manufacturers, including General Motors of Canada, 
- to produce econonically in Canada the various types 
: of European vehicles currently representing over 
z 28 per cent of the douestic aarket, depends in 
- considerable degree on the Canadian Government and 
. its willingness to give equitable treatment to 
: Canadian manufacturers as coupared with importers 
20 
of European cars. 
on 
Me have recomended in our subaission that 
Ze 
the discriminatory excise tax on autouobiles was 
. originally imposed as a war-time measure to reduce 
. automobile demand, but the need today is to increase 
rs sales of Canadian built cars, which will increase 
‘4 employnent in Canada. In addition to the removal 
% of the excise tax, it is necessary to correct the 
: inequity that exists in the application of the sales 
29 
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tax as presently applied to Canadian-built ears 
as against European cars. it uses domestic 
manufacturers! sales value as the base for taxing 
domestically produced goods, but a :nuch more remote 
and hence lower value for the taxation of inported 
zoods. Ye recomend that the base for sales tax 
to be established on the sane basis for domestically 
produced cars as for imported cars. 

We have also suggested that the Governnent 
could assist the industry to provide increased en- 
ployment by negotiating trading terms with Coiamon- 


| wealth and other countries, so that in all wuarkets 


the Canadian automobile manufacturers will be 
accorded the same ease of entry for their exported 
cars as Canada permits to imported cars. 

That brings me to the close of my 
commentary, sir, en our brief. 

THE CHAIRMAN: Thank you very «uch, Mr. 
Walker. “le have studied your brief, and this helps 
to remind us of the points that you made. 


Now, I would like to ask for a Let Ve 


elaboration and clarification and I think I would 
like to discuss with you first, Mr. Walker, the problea 
of inports and particularly the probleis of your 
Vauxhall. Would you first explain a little ‘sore 


clearly the probleu of discrimination resulting from 


the difference in the tax base allowed in domestically 
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Shen “a 


produced and for imported cars. In other words, the 
30 per cent discount allowed for imported cars as 


conpared with the tax at the lower level of manu- 


facturing? 


MR. ALKER: it is not just the 30 per 
cent, of course, it is the fac¥ that the importer pays 
the tax on the price that he pays in England; he 


pays the tax, but he is excused the tax on all 


insurance, all ocean freight or any costs of trans- 


porting that vehicle to Canada -- this, of course, is 


an iaportant item -- whereas the Canadian-produced car 


is taxed at the price that we sell it to the dealer, 


and which we will add to the dealer, so it is not the 


saue uatter of the discount, it is the total cost of 


bringing this car across the ocean and all of the 


commerical expense, all oi the costs of distributing 


it to the custouer; that is nearly all of the costs. 
THE CHAIRMAN: But if it was based on the 

price in England with the nornal douestic discounts 

so that the extra allowance was not permitted, would 


you still think that this was discrininating in favour 


of the importing company? 
MR. WALKER: Yes. It is only a part of it. 


THE CHAIRMAN: “hen in the Autonobile 
Chaaber's brief it is suggested that the sales tax be 


revised to provide for 4 presumed wholesaler when 


one doesn't exist, this is a change which is not 
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ike ae 


suggested as an alternative to the revision of value 


for duty on inported cars, but in addition? 


ANGUS, STONEHOUSE & Co. LTD. 
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sO) os 
Me. VALKER: Yes, we are talking about 
two distinct things. We are talking about the 
price that is paid -- that is one thing, and that 
is conpletely separate iron the develonient of the 
wholesale price on which the tax is based, and it 
Jepends on what you call ‘wholesale price’. 
Is it what the importer sells to the dealer, or 
what kre pays for it. in England? These are two 
conupletely dirierent things. 

THE CHAIRMAN: You say in your brief, and 

in your remarks this .orning you have indicated, that 
one oi the iimpertant factors in deciding that you could 
not assenble the Vauxhall in Canada arises rrom this 
discriminatory application of sales and excise tax. 
Are you able to estimate yet what the effect of the 
new ruling will be; how much it will raise the cost 
of your imports, and how near this is to afrfrecting 
your judgment as to the econony of assembly here? 

MR. WALKER: “Te have not completely assessed 
eg? Ose Ors It depends on the orice that is allowed, 
and this is only, as I said before, part of the total 
content, but this is a move in the direction which will 
increase the price that the customer pays tor an 
diported car. 

THE CHAIRMAN: The press, in taking up 
the news from Ottawa, has sade estinates of the increase 


in the cost or the cars -- what the price policy is 
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2 
, reaains to be seen -- but they suggested that this 
; change in tax will add an anount in the neighbourhood 
Of $30 to" s50. Is this your ‘“npression, or are 
: the amounts going to be considerably higher than 
c this? 
7 
j MR. WALKER: 1 would say thateis a Tadr 
estimate of the increase in cost fron the taxes, 
fl but the balance of it depends on what deal is made 
. with the exporter. It devends on how «uch the 
7 importer pays, and this is a matter for negotiation. 
7 THE CHAIRMAN: But is this purely a 
i matter for negotiation by the companies, or does 
re Goverment policy enter into it? 
MR. WALKER: I do not know. 
16 
if THE CHAIRMAN: You would see no dumping 
problea involved? 
MR. WALKER: Yes, I can see the possibility 
4 Gt lis It depends on the interpretation of Us 
: THE CHAIRMAN: In other words, if the 
- English were selling at a 30 per cent discount 
7 when the prices in ara's length transactions in 
3 


England did not show any such discount, they 
could not continue to sell at these orices without 
rendering themselves liable to dumping duty? 

MR. WALKER: I would not think so, no. 


THE CHAIRMAN: But so far this has not 


been clarified? 
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1 
2 
Ml. WALKER: It has not been clarified to 
3 
me ’ no . 
4 
THE CHAIRMAN: How big is this margin? 
5 
How near are you to transferring this operation to 
6 
Canada? You see, your briei at one point suggests 
7 
a change of this kind would really swing the deal, 
8 
but this has not yet -- 
9 
MR. “WALKER: It is closer than you might 
10 
thenk: I think it is fair to say that the Canadian 
11 
automobile industry has developed some pretty fine 
12 
techniques in ianufacture. We have a realty 
13 
efficient operation. 
14 
THE CHAIRMAN: Iwill ask this question 
15 
which arises from your brief: Does this provide 
16 
the proper incentive to inanui'acture the Vauxhall 
17 
in Canada? 
18 : 
MR. WALKER: It is a move in the right 
19 
direction. I do not think I an prepared to state 
20 
publicly when I am going to make the move. 
21 
THE CHAIRMAN: This is really, I suppose, 
22 
an unfair question since it refers to a conpany 
ge 
which you do not operate, but can you tell us what the 
24 
total sales of Vauxhall, not in Canada but -- 
25 
MAG! WALKERs: tiorld wide? 
26 
THE CHAIRMAN: Yes, the sales altogether. 
Zi 5 
MR. “ALKER: 220,000 or 230,000 -- in that 
28 
neighbourhood, world wide sales. 
29 
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1 
2 | 
THE CHAIRMAN: And your imports are what? 
RS) 
MR. WALKER: They will be about 38,000 this 
4. 
year. 
5 ec = a+ 
THE CHAIRMAN: This indicates one of our 
6 
worries. Suppose you did find that this offered 
i 
enough incentive to move to Canada as long as the 
8 
Canadian law specifies "Commonwealth" rather than 
Sa a . 
"Canadian" content, does this suggest that you would 
10 
then be able and be likely to reduce the Canadian 
11 
content of your Anerican tyoe cars? 
12 
MR. UALKER: I have not really thought 
13 
Ofte 2G-s I suppose it would, but it would make it 
14 
possible -- I think history proves that you do not 
15 
take advantage oi these things. We are not unaware of 
16 | | 
the fact.that “Canadian, content. is. good for.us. 
17 
This is a part of our business, and I think the 
18 
automobile manufacturers are very aware oi the 
19 
importance of it, and this is one of our goals. 
20 : 
I do not think it is souething we we trying to avoid. 
21 RY be 
ity as. definite coal. in.our business. Lata Fs aa 
22 ; 
why we are here. We are trying to build a business, 
23 2 2 a a 
and not trying to avoid the building of something 
24 A 
here, Does this make it clear? Thise.e our 
20 ' 
business, and we love it. 
26 
THE CHAIRMAN: I think, perhaps this is 
ea | 
an appropriate time to ask the other’ yestion which 
28 
has occasionally worried some ol us; pa ee have a 
29 ; 
30 
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payee 


parent company in the United States which has 
children in Great Britain and in Canada, one wonders 
whether the Anerican parent might say: "Now, 
Canada, you import English cars. Lt 2s0going to 
be less profitable to you, but it is going to be 
more profitable to England and it does not matter 
to us where the profits are made." As an 
economist, the way I put it is: Whose profit 
is being maxinized? Are you as a Canadian company 
told to maximize profits, or are you told to 
behave in such a way so that the world wide operations 
Of wGeiés-=*that i1teis thesiprofiterofythe workd 
wide operations oi G.M. which are to be ‘naxinized? 
MR. WALKER: I do not recall ever being 
told anything that even bears on that subject. 
We are go decentralized and so competitive within 
eurselves that the operation of our company here in 
Canada is the operation here, and this is our 
responsibility, and it is up to me, as the President 
of the company, to so guide its affairs that we do 
well. I am not concerned about the managing 
director of Vaxuhall. He is quite conpetent to 
look after himself. 
THE CHAIRMAN: Izv you could sell in England 
you would go in and fight hin? 
MR. WALKER: . Yes,. sir. 


THE CHAIRMAN: Would you tell us a little 
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2 
; ors about these obstacles to export? 
F MR. WALKER: Probably, England is the 
clearest exanple. ‘hen we sell a Chevrolet or 
; any one of our products into England, and once in 
a while we -- 
; THE CHAIRMAN: Over what tariff? 
MR. WALKER: Their basic tariff is 30 per 
; cent. 
10 
THE CHATRMAN: And they enter here free? 
. Nrke MAIKER:)) ) Yess) othat ie trues Their 
: basic tariff is 30 per cent, but being in the 
Commonwealth we get 20 per cent providing wehhave 
5 50 per cent Comnonwealth content. The interpretation 
: oi this 50 per cent Commonwealth content is another 
ig subject, having to do with the proot in each case 
of the particular can with afiidavits froi everyone 
: who supplied any component proving that this is so. 
The problews entailed in that paper work are 
i difficult, and the man who buys the car is likely to 
= be rather old before you get all this completed. 
“ As a iatter of fact, very recently we sold 60 
% Chevrolets into England, and they have been assessed 
‘ at 30 per cent. ive mow that they are well over 
2 
the content, but it will take some time to get the 
i other 10 per cent back. I do not think that is 
; really the important thing, although it is very 
i important. The 20 per cent duty in England is assessed 
29 
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on the price of the car landed in England including i 
all the ocean freight and all our costs of production, | 
profit and all handling. it is a compounding 

of the value tor duty by adding to it the costs 

of transportation to England. 


THE CHAIRMAN: That is what you have in 


mind in referring to the discriminatory value of the 


duty? 

MR. WALKER: Yes. 

THE CHAIRMAN: ™here do you hit quotas? 

MR. WALKER: Australia,:-up-until this year. 
They have just taken it ofr. They have had 
quotas into Australia. Of course, Australia has 
decided to protect its automobile industry, and they 
have done a very fine job of it. They have built 
up an industry there. They also have Comnonwealth 
content demands. 

THE CHAIRMAN: Could I ask just_a:iivetle 
bit about Canadian content. What change, particularly, 
has there been in the Canadian content over the last 
rew years? Is this a changing picture or a 
relatively static picture? 

MR. WALKER: I think it is basically a 


changing picture. You do uean physically, do you 


not? 
THE CHAIRMAN: Yes. 


MR. WALKEH: Certainly. ‘When Mr. McLaughlin 
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3] built his first automobile he was a carriage maker 
4] and the thing he built in Canada was the body. 

5| He did not have a horse. The thing that he 

6| first iaported from the United States was the 

7| engine, and also the axle. This situation has 

o| wargely reversed itself over the years) and this is 
gi one of the aspects of the change today. Most 

10| of the large producers of automobiles build their 
11 engines here, and the content of the engine is 


12 invariably Canadian. The iren ore ie mined in 


13 our Canadian wtines and is cast into engine blocks, 


and there is a great amount of labour in the finishing. 


15 The pistons are reured and cast out of Canadian 


16 aluminun. The connecting rods and wrist-pins 


1:7 and the crankshafts. cre forged of Canadian steel, 

18 and the reversal of this situation since the 

19 beginning is complete. 

20 An engine in Canada is almost 100 per 

21 cent Canadian, &S are our rear axles. The complete 
29 rear axle assembly and drive shafts are Canadian. 
DK Your chassis is very Canadian. The wheels 


are rade of Canadian steel by Kelsey “heel of 


Windsor. 


The main parts of an automobile which 


are not Canadian are the large body sta pings, 
| 
where you have a large piece of steel in the rirst 


| 


place and a very expensive eans OL production to 
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produce it with a relatively small amount of labour -- 
a trip of the press and the piece is produced. 

It is a ineans of production which is costly, and 

I think while the dollar volume of content may 

not have changed tremendously in the last few years 
the real labour content has, because finally if 

you buy a rear quarter panel it may be an expensive 
piece of the automobile,, and you are helping to 
write off the cost of the means of production, 

but there is not much real today's labour in it. 

so, I think, to answer your question, it is true 

to say that our real content of real Canadian 

labour has been increvsing faster than any financial 


figures would show, and in dollar terns. 
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1 THE CHAIRMAN: You hear a good deal about 
2 automatic transmissions. This means a lot of 

3 business going to the United evuaves,, and this. 1 

4 take it, does involve such volume that there is 

5 more activity, however, to make that content up. 

6 Is it easy to identify things that are being 

7 added because you have to import these components, 
8 or is it a net loss? 

9 MR. WALKER: No, I don't think it is a 

10 net loss. I don't think a week goes by but what we 
11 are looking for one more thing to build in Canada. 
12 i can't. sit here and tell you glibly what the 

13 most recent large item was, but we are just 

14 constantly looking for them; and it isgrowth bit 
15 by bit and day by day and week by week. 

16 To answer your question -- what is your 
17 question? It is about automatic transmissions -- 
18 why we don't build them in Canada? 

19 THE CHAIRMAN: Yes. 

20 MR. WALKER: This is a thing we look at 
21 frequently. It is a little like the fender 

22 execepo that it; has more labour in it." Iv is 

23 unfortunate we have not yet been able to build 

24 automatic transmissions in Canada. 
35 It. is, basically, an expensive device’ vo 
26 fool. This is probably the most singly important 
94 thing about it; and apparently no one has seemed 
28 yet to settle down on one paticular transmission that 
29 
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we can sell enough volume of to buy the means of 
production to do it. The tooling is expensive and 
all of the means of production are basically 
expensive kinds of equipment, both in the tooling 
and in the machinery part, and the testing equipment 
ig yay Mes 

I don't think we need give up on it. 

[wish I could tell you today that next year, or the 
day after tomorrow, we will be able to do it: but 
certainly I am not pessimistic on this; I think some 
day we will be able to make our own automatic 
transmissions. 

THE CHAIRMAN: What would happen if the 
present exemption for duty were lifted? I believe 
it is up for renewal again, isn't it? 

MR. WALKER: Yes. I can guess that all 
that would happen would be that theprice of cars with 
automatic transmission would go up precisely by 
that amount of money; and if we are talking about 
the 25 per cent protection on automatic transmissions 
I think this is what would happen: Canadians would 
pay more for cars with automatic transmissions. 

I don't think there would be enough yet to put us in 
business. I could be wrong, but I don't think I 

am. I might be wrong a year from now, or two years 
from now. 

THE CHAIRMAN: s it reasonable to say, 


then, that in deciling the parts you do manufacture or 
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buy in Canada and have to import it is a matter of 
which of the parts are high volume. 

MR, WALKER®: That ds. rights 

THE CHAIRMAN: If we had the volume do 
you see any weakness in Canadian industry, or any 
difficulty that Canada would run into, in meeting the 
costs south of the border? 

MR. WALKER: No. 

THE CHAIRMAN: Could I, then, explore with 
you a principle -- this doesn't arise out of the 
brief, Me. Walker, but it, arises.out of) a jgreat, deal 
MIU inc.discussion:: Chis, is. the: sort of proposal 
now associated with the name of Mr. Keenleyside, 
that somehow or other if we could integrate the 
automotive operations of the continent instead of 
maintaining a separate national unit, costs would 
be reduced, prices would fall and, therefore, employ- 
ment in Canada rise. Have you thought at all 
about these possibilities? 

MR. WALKER: Yes. 

THE CHAIRMAN: Is it a pipe dream? 

MR.WALKER: I haven't come up with a 
solution. 

THE CHAIRMAN: I wonder if you would be 
prepared to comment on another proposal which has 
been made to me -- without identifying the source -- 
that we should require a much higher content but, 
in the process, at the same time, agree that we were 


not concerned with the content being in the Canadian 
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car; it could be in the American cars. In other 
words, we are not so concerned to have more parts 
in a Canadian cars; we are concerned to make more 
parts. We are not so much concerned to make one model 
of Canadian car as to say that we want to make the 
Same contributions in production to the joint 
production of the United States and Canada that we 
make to the purchasers of cars. This would mean 
that we would allow you to import cars free and a 
wider variety of parts free on condition that your 
company was buying for use in Canada and the United 
states an amount equal to your sales? 

MR. WALKER: Of course, the mathematics of 
that would be quite simple. If you do ie that 
simply it would just amount to the dollar trade. 

I don't know -- obviously Mr. Keenleyside 
has got a desire that it would be nice to enjoy the 
advantages, in effect, of America's high production 
and still maintain our other identities, and so on. 
Mas gets into'a ontused area. i eould sit here 
and suggest all sorts of ways of doing it, but I 
don't know how you would adjust it withuut having a 
dictator some place to say: ‘You have got to trade 
dollars exactly that way.’ There is nothing 
difficult about the mathematics. 

THE CHAIRMAN: The proposal I am putting to 
you doesn't require any more of a dictator than the 


President of General Motors, because this is a company 
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1 deal, not a country deal; it is with General Motors, 

9 not with the United States. We will admit your 

3 cars free on these conditions, and the question then 

4 becomes one really of whether, in spite of paying an 

5 American duty on imported parts, we could, nevertheless, 
6 make it profitable to G.M. Canada and G.M. United 

7 States to enter into such a deal. 

8 Do you think it is worth exploring? 

9 MR. WALKER: Yes. 

10 THE CHAIRMAN: I think, perhaps, the only 

11 thing I should say is that I propose to explore It 

12 with you and perhaps you will help me to explore it 

13 with your parent company. 

14 MR. WALKER: I would be very happy to. 

15 THE CHAIRMAN: The other way of getting volume 
16 is reduction in models. ts “ipa fad pPveritreism 

17 of the industry that costs are high because in a 

18 country of small population your company is 

19 producing too many models? 

20 MR. WALKER: Yes, I guess it is fair. 

21 THE CHATRMAN: But you wouldn't be doing it 
22 if you thought it was unprofivable? 

23 MR. WALKER: Well, the customers are boss, 

24 and we think we are producing what the customer wants. 
25 If we are not then we are not doing our job very well. 
26 Our customers don't sell us we have too many models. 
7 Our customers often want something we don't have and 
28 would like us to have more. 
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I don't know how far you back away from this 
problem before you assess it. The man in the little 
booth in the dealer's place of business is findng it 
difficult to find the precise colour and the precise 
model and the right things that this particular customer 
of his wants. So that you have things pulling in 
opposite directions; and the balance between how 
many models it would be actually economical to build 
and what we do have to keep the customer happy is the 
balance of the expertness of whether we are doing a 
Mood) job in our Dusiness or not. 

THE CHAIRMAN: You think your problem is the 
customer's demand for variety rather than the 
company's provision of them? 

MR. WALKER: I think I know precisely what 
you are saying; and if I could dream up some way 
that I could make them all the same I don't think I 
would sell as many and I don!t think we would employ 
as many people. I think that the Canadian customer 
is no different from the American customer. He likes 
nice things and he likes comfortable things and he 
likes good looking things. I am sure that Mr. sale 
would be happy if I announced tomorrow that I was 
going to make only one kind competitively. 

THE CHAIRMAN: What about one other matter 
you referred to -- research and design? I was 
going to ask you about that in any case, but, perhaps, 


I am reminded of it and encouraged by the article in the 
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Globe and Mail this morning, indicating that Canada 
as a whole was failing to devote the percentage of 
gross national product to research that NATO 
considered was a proper amount; and may I add that 
that same article says that part of the trouble is 
that the big companies who could afford research are 
dependent on subsidiaries of American companies 

and the research is not done there. 

Could you comment on that and give us some 
idea of what your company does in Canada? 

MR. WALKER: I think, first of all, that the 
thing is relevant, of course. I think we do a lot 
more research in Canada than the public realize -- 
research into precise methods and into materials 
and prices. There is a tremendous amount of this 
goes on, but I think I quite capture what you are 
saying, that we do not have in Canada in General 
Motors a tremendous technical centre of the 
same proportions as they have at Detroit where they 
do more basic research than we do. 

THE CHAIRMAN: Mr. Walker, it would be 
unreasonable to suggest that a company in Cangdaa == 
small Canada -- would do that on the scale that a 
company in large United States can, but some of us 
are worried about the loss of our scientists and 
engineers, and I wonder whether some of that research 
couldn't be farmed out -- that 10 per cent, 20 per 
cent of the research that is done at the General 


Motors headquarters couldn't be farmed out to those 
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subsidiaries, because I suspect that physicists and 
engineers are cheaper here than in the United States, 
and they are just as good? 

MR. WALKER: I think it is a happy thought. 
LE can't promise that... will build a technical. centre 
tomorrow morning at nine o'clock, but I think it is 
a good thought. I think, on the other hand, that 
we do more than we are ... 

THE CHAIRMAN: . Credited with? 

MR. WALKER: Perhaps that is one way of 
saying it; but I think I capture what you are saying, 
anda think ib 16.8, niee suggestlon. 

THE CHAIRMAN: At an earlier stage you 
talked about incentives to manufacture Vauxhalls 
in Canada -- and I ama little inclined to expand 


that to cover all models, not only to manufacture 


Vauxhalls -- but dees some of General Motors! 
basic research -~ perhaps it is unfair to ask you this 
because you haven't thought about it -- but have you, 


by any chance, a suggestion as to what kind of 
incentive would be useful from that point of view? 

MR. WALKER: I would have to look at it. 

THE CHAIRMAN: I wish you would think about 
“fae 

What about this possbility: I would imagine 
that your General Motors research centre in the 
United States does a great deal of contract research 
for the government as well as your own direct 


research? 
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MR. WALKER: I don't honestly know. I would 
imagine that Dr. Hafstad does some there, although I 
honestly don't know. Any research I have seen has 
been pretty specifically on our own product when 
I have been in to look at it. 

Tocoutdurina that out for you and Jet ‘you 
know. 

THE CHAIRMAN: Would you be interested in 
undertaking that research at Ottawa? 

MR. WALKER: Yes. 


THE CHAIRMAN: Just one last question. I 


think, in fact, you have answered it, but I would 
like to get something a little more specific about 
it. That is the excise tax. Part of the problem 
of the excise tax has been this differential 
incidence on imports and on domestically produced 
cars, and this change in value, I take it, 
eliminates that part of the problem? 

MR. WALKER: Yes. 

THE CHAIRMAN: But it is your view that the 
existence of this excise tax... 

MR. WALKER: It doesn't eliminate that part 
of it. 

THE CHAIRMAN: Not quite; I remember. 

MR. WALKER: It just takes a little clip 


out. or i. 


THE CHAIRMAN: It leaves it that it is paid 


on a different basis? 


ane teds “giv syoy ef di anf . MAMAN oat? 


teen fang eqeaimifs s*nedab fr sties Past) 


a 


> 
_ 
Ve 


7 ? : i . : s " 
* FE = a = ; ili 
. - , i = al 


, _ a= 
pegs Ny & 


cern ‘esas sh0b nae Ay 
iujiestte eradr gabe 2500 badetely 0 Isa on 
Ae: nese aven Z (Hotgsdex qh, .vomt ‘Pitted ohm 
tae ieubeds ayia reer ts (iisertiosae Yaterd ave 
(2) 36 deal od A ased evantZ 

poy tek One woy acl duc tae het? Dives TZ 
.womd 

@l betesisint tc oy bigow eVAMAL BAD sn? 
Vagetto Js ise HeReet tant qa tdadrebnit 

shay «ile 

i teh tiene Paak snc. Opi! 7MAREE A Ge 
biver = Md He Aneoweqa ston coy ost mt antag 
dada siiioogn snem aiceht 2 pittagemer Jeq ot  oltt 
metdwey oft te ist gay aefoke opt et pede a8 
Bodmer Vib aLny eet aad aet SS PRS at? To 
haawhota “Galnetszeaneh mo has sttoqal me aopebtont 
3h eee Io eiiav at smasdo aids Gee ,attes 

Fie dette aix“lo Treg Pens eotadinl fe 


,O8F sABBTAN , AM 
..kB® ssiewo arid Ba seneresxe 


~2t to 
esdsemtet 1 istiup goR react eeo see 
atis eiteit # eset Thue GE TRAY 4 ne 


,42- tq due 


ay 


Aiag af ¢) dad? 2) ceveet 32 aMAMPEEAHO GRE 


triesd jaeigTith sap 


ANGUS, STONEHOUSE & CO. LTD. 38 
TORONTO, ONTARIO 


1 MR. WALKER: Yes. 
2 THE CHAIRMAN: Then, even if the 
3 differential was eliminated you would argue that 


4 it should be totally eliminated in the interests of 


> employment ? 
6 MR, WALKER: There is no question about it, 
7 because, finally, I think we are all inclined to 
8 reach for what we are going to buy and any excise tax 
9 on an automobile is one more dollar of excise that 
10 has to be reached for -- is one more dollar of 
11 excise that the man may not reach for. 
12 As we say, I believe, in our brief, the 
13 cheapest Camadian-built car has just about $150 
14 worth of excise tax, and this is just an extra 
15 barrier to selling your product. You finally 
16 get the salesman in the little room missing the 
17 order if this Canadian-built car has to collect 
18 $150 more on the market price of the car; and it 
19 is much more on the higher-priced car than 26 2S on 
20 the lower-priced. 
21 We hear talk about this’ 20 percent’ -- 
22 28. something per cent -- of imports. I think it 


4s worthwhile to state that last year there were 


more than 71 people in Canada who walked into our 
dealers! showrooms -- and Mr. Sales! and Mr. Todgham's 7- 
and bought Canadian-praduced cars rather than the 


other way around, and a great number of them 


bought expensive Canadian cars -- the deluxe models 
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with automatic transmissions and all these things -- 
because when you are talking in terms for a few 
minutes about this very, very low-priced European car 
and then start talking about the luxury of automatic 
transmissions, this is all part of the business, and 
it is an important part of the business, and it is 

an important producer of wages and empbyment. 

The man who buys the most expensive Chevrolet 
that is built purchases an expensive car when it is 
an Impala or a convertible and has got automatic 
transmission and all these things; and this provides 
a great deal of Canadian employment; and this 
automobile provides more of it than the cheap car; 
and on the luxury side this excise tax then becomes 
$200 and some odd, and there is that many less people 
Woo reach Dor It. 

T could take my shoe off and ...$ 

THE CHAIRMAN: Like Mr. Khrushchev? 

MR. WALKER: Yes. ‘This is important. I 
think it is more than important -- I think it is 
vital. think 16 13 Unfaie. After all, the 
Canadian who buys an automobile pays the sales tax. 

I don't think he should pay another fine on top of 


that. 
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ay LEC) me 
1 
Z 
, THE CHAIRMAN: Mr. Sale, I should like to 
, say; as I personally have to people in general, 
P to thank you for the co-operation so far you and 
4 your company have given. It is pleasant for me as 
; a Commissioner, and very useful. 
4 MR. SALE: Thank you very much, sir. 
5 Mr. Co:zissioner, I au very happy to be 
bi here today representing Ford Motor Company of 
ii Canada. As I indicated in ay letter to you which 
- acconpanied the filing of our Company's brief, it 


is our intention to help in every way possible in 


mn the-conduct-of your inquiry. T have not developed 
ee a prepared presentation today simply because I did 
- not believe it proper to interpret the areas in 
‘3 which we aight be most useful to your Commission. 
‘8 Instead, I shall be glad to address myself to any 
‘6 subjects, contained in our brief or otherwise, that 
D you care to suggest as being most useful. 
5 As a starter, perhaps it would be useful 
oe if I just mentioned briefly several of what we believe 
a are sone of the more inportant points covered in 
Gur Old 2e19 1 ‘brie. 
24 
95 First, the basic position of Ford of Canada 
* with respect to the object of your Commission's inquiry 
a is, to a great extent, deterained by our fundanental 
es corporate philosophy. Ford of Canada, like all 
50 other businesses, is a profit-naking institution. 
30 
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eet! eae 
1 
4 
We have been in this business more than 55 years and 
3 
we have earned profits during ost of this period. 
4 
We intend to stay in this business in Canada in the 
5 
future and we hope to be more prosperous in the 
6 
future than we have in the past. 
i 
In the process of expanding our position 
8 
as a profit-making Canadian institution, we expect 
9 
to sake an iuportant contribution to Canada and 
10 
to every aspect or its econo.uy. Im thé -finev 
11 
place, we expect to earn our keep by producing and 
12 
selling useful products. We expect to do this 
13 
primarily by our own efforts and by the merits of 
14 
our products in a Governuent clinate conducive tO 
15 
the growth or free enterprise. ie do not look 
16 
for increased Governnental control or increased 
17 
Governuental intervention to enable us to solve our 
18 
probleus. 
19 
In the process ol ereating the products 
20 
that we intend to sell, we create a great many 
21 
jobs for Canadians in our plants and offices and the 
22 
plants and offices of our Canadian SuUDpLAers: High 
23 
employment is a by-product of high sales. To the 
24 
extent we are able to gell more of our products, 
25 
we will create wore jobs for Canadians. 
26 
If we are successrul, we also will make a 
od 
substantial onetary contribution to the Canadian 
28 
economy, not just in wages and salaries, but in 
29 
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payments to our suppliers, in dividends to shareholders 
bard oul of our profits, in. the re-investiuent of our 
earnings in new facilities to expand our output, 
and finally, in the additional taxes that will be 
paid by Ford of Canada and everyone associated with 
4t out of the added wealth that we hope to create. 

We have pointed out in our brief that it 
is a basic goal of the company to operate its 
facilities at full capacity in the most efficient 
manner possible. This is an economic fact of life 
4n the autouobile business. The cost of faci iivies 
represents a very large proporuson. Of Our cost of 
doing business. Obviously, our continued ability 
to operate at high levels of output, in the most 
efficient manner possible, will permit us to 
reduce the costs of our products and to share these 
cost savings with the Canadian car buyer in the form of 
lower prices and increased value. 

Turning now to the problems of the 
Cmadian automobile industry that led to the 
fornation of this Cownission, Wwe indicated in our 
brief that one of the douinant factors that has contri- 
buted to the success ofr jiaported European cars in 


the Canadian auto warlket was price. ‘We also in- 


dicated that the price savantage enjoyed by European 


cars as coipared with Canadian-produced cars arose 


in part because ol inequities in the aduinistration 
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of Canadian tariff and tax laws. Although the 
action taken last weel by National Revenue in 
adjusting the basis of duty and tax valuation of 
imported units represents a step toward the removal 
of these inequities it does not represent a 
complete solution to the problei at hand. 

Apart from the subject of tax and duty 
valuation, there are a nunber of actions that 
could be taken that would tend to strengthen the 
auto industry in Canada and all those associated 
With it. We have discussed in our brief certain 
of these actions that have received considerable 
public visibility. Many of theseproposals, if 
adopted, would have effects in many areas of the 
Canadian economy other than just the auto industry. 
Aehatzenenal pobicy, (Ford) of Camada sisenot 
interested in blindly supporting any course or 
action that siaply benefits the auto industry 
at the expense of some other group of Canadians. 

Sone of the proposals, including the 
development of some form of "'Gommon Market’ with 
the United States, would appear to have theoretical 
benefits to the Canadian auto industry and the 
Canadian car buyer. This parvicular proposal, . 
however, would have far-reaching effects throughout 
the economy. Although we have studied these 


proposals and suggested that they be explored 


de i a. us sb at f 
1s anctiataw aa wake cewh =o Beene, Sue DEM eAEE 
Pdveleg- sie Bawa’ deo. =. ae Hein. vote b 

@ diverges tow agod Jk asietupeat onead 9, |, 
pres Fo csidem ad of cogewtes ods laging 

elo rts sag ei took’ ects. Fey deme 
dint anerdse Yo sera) a. pfs aren? aenceutey 
eid aandgre we 3 En5e blue teat novled of biyos 

Miitveees seodt Tis brn atpaIa As Wistert CUS ~ 
RUTIS relNd woe v2 ‘Damien £ O aver ott gta 


‘i dadsbretien bevigest evad add simtaas pee 1p ; 
: ot 

4) Sdipepgorasesns co yteM .Ytiitesecy. oitgag Ff 

, | 


eid To esgen sovas “Al wtocye.ever five. betgabs 


al 


#Uuleperiie! “Seite “Sid tei, ec! certo YeGTieos fa sPAABY 
ew tal uepenéd Sor hege OL EOG: TAvSep 5 BA 
Sa Seuiion tee coateordye “toa sd..nl baspererns 
eanies Bink edd eth esed. (lun te. tad Olson | 
‘Pb Sheed. Fo:.quoem wadso -evem T6,ga(teqze..edsgs 
wee Ratheronk. <elenoders.@ho 10 sot 
' iti + dogeet Morea” pO -2i86% ae, Jo. dasngolerat 


“Tint latoeda Quan bt aasgde Gio ,watade headin sag 


“els Gre Savin: aie mel pene) ee od - otk Lor ad 


zt 


23 Deeoyor igaTwoitvrmd etal? . sei Tes. defbaagy 
* ghahiouls-odoe21e nb oet-tel over bisioW ,a_sysyod 
peed? phitureveved ow Weeds lh » te UReo® arid 


at “ado sdenic.badusg) wih, Dee. siasnqow 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Pascne 2 


seriously, we certainly are in no position at this 
time to advocate the adoption of any such plan. 
One suggestion that has received almost 


universal support for some years is the abolition 


of the present 7-1/2 per cent excise tax applied 
to passenger cars. Except for the fact that the 


tax is easy to collect, we can think of no good 


that comes from it. The implication that a motor 


car is a luxury is wrong and we do not enjoy being 


the subject of punitive taxation. 
Regardless of what course of action is 
recommended by the Commission, we hope that everyone 


with an interests in the Canadian auto industry 


appreciates that the prime responsibility for 
strengthening the auto industry in Canada lies 
with the induet-~ itsei?. Ford of Canada has not 


grown to its present size and poBition in the 


Canadian economy by looking to others to solve its 
problems. We have no intention of abandoning this 
position in the future. 

That, sir, concludes my brief remarks in 


introduction. I will attempt to answer any questions 


you might have. 
THE CHAIRMAN: Tnank you very much, Mr. 
sale. I really want to ask more or less the same 


questions that I asked Mr. Walker, because I think 


these are the important avenues that have to be 
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explored. ‘So first I would like to ask you a little 
more about the imports, your own imports of English 
Ford cars. 

lave you made any estimates as yet of what 
difference the change in rulings makes to your company 
in Canada? 

MR. SALE: No, we have not, sir. We are 
not in a position to make any estimates. 

THE CHAIRMAN: However, does it seem to you 
likely that the figures so far used by the press are 
in any way valida? 

MR. SALE: Well, they are certainly part of 
the story. Dump duty may come into it. But as yet 
we know nothing of the pricing policies of our 
suppliez8 overseas and, as a matter of fact, dons 
think they are in a position yet to have even 
considered it to any great extent. 

THE CHAIRMAN: But they would have to 
consider their pricing policy not merely with reference 
to Canadian supply. They can only continue to sell 
to you at 30 per cent discount if they were making 
Similar terms available to others. 

AR. SALE: That is correct. 

THE CHAIRMAN: Have you any idea what 
proportion of their total sales the Canadian sales 
constitute? 


Me. SAley No, I ao not, sir, off hand. 
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1 Will get Mt. forsyou, though. 

THE CHAIRMAN: We wonder, for instance, 
you see, whether the volume of Canadian sales is 
such that in order to maintain those sales it might 


influence the English company to offer their cars at 


greater discounts in other countries. 
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2 
MR. SALE: And I would think off hand that 
: the prooortion is so small that it would not. 
4 THE CHAIRMAN: In which case they cannot 


5] sell to you at discounts lower than those allowed 


6| in Britain? 


7 MR. SALE: No, I would think not. 

8 THE CHAIRMAN: So that the rise in the 
cost to you, without your knowing how much it is 

d going to be, must be more than the amount of 

” the change in the sales and excise tax, which is 

- likely to be 30 per cent? 

12 MR. SALE: TI would think that is so, but 


13| we still do not know enough about it in order to 
14|| be able to determine that. 
THE CHAIRMAN: I shall be watching the 


15 
16 advertisements in Toronto with great interest to 
see what vrices ultimately are quoted for these 
17 
cars. 
18 


MR. SALE: Let me say this, sir, that there 


19 are stocks in the country both in the hands of 


20|| dealers and in the hands of the companies, as in 


21|| our case, and it will be some months before the 


92|| price situation will be disclosed. 

93 THE CHAIRMAN: It will be very disturbing 
if I have to hold up my report until these ad- 

if vertisements appear. Could I ask you, as I did 

7a Mr. Walker, what is the margin between the price 

26 


at which you decide to assemble in Canada and the 


27|| order of the possible changes in ores? Is one 


28 of your decisions -- are you now going to be faced 
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with calculations as to whether you have to reverse 
this policy ? 

MR. SALE: That is something we will be 
examining as soon as this picture is clarified, but 
you have to keep in mind that they are building 
over there at less than half our wage cost, and 
that the assembly saving which they make will be, 
therefore, relatively not great when you consider 
it in terms of our assembly costs here in 
Canada at our much greater wage rates. That 
has a very important bearing on this, DUtTeLE 
is something that will be examined, naturally; 
as soon as we are clear as to just what this 
valuation means. 

THE CHAIRMAN: You heard me ask Mr. 
Walker about whose profit is maximized. Ls, tne 
decision to buy or manufacture in Canada based 
on the calculation of the orofits of the Canadian 
firm or the calculation of profits to the world- 
wide organization? 

MR. SALE: It is based on our Own 
picture entirely. We determine what products 
we are going to sell, and we determine everything 
about them. In other words, we are driving for 
the highest possible profits we can make on our 
own, if you want to out it that way. 

THE CHAIRMAN: I was not quite sure 
that I understood your vhrase, and perhaps you 
would clarify it again. You referred to the 


remaining inequities, in talking about sales and 
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excise tax. Dopds take 1b that here you are 
agreeing with Mr. Walker that even this change in 
the ruling leaves the tax base favourable to the 
English as compared to the domestic manufacturer? 

MR. SALE: I agree with Mr. Walker. 

THE CHAIRMAN: I did not ask you, and 
perhaps I can try it on you; you have not any 
rough figure of the pvercentage disadvantage, 
have you% 

MR. SALE: No, I have not, sir. 

THE CHAIRMAN: You have talked of the 
wage differential of the English. It is my under - 
standing that this has been narrowed, or is that 
not true? 

MR. SALE: It may be. I do not think I 


am in a position to answer that. 


THE CHAIRMAN: Could we then turn to the 
other side -- to export. You used to export? 

MR. SALE: We still do. 

THE CHAIRMAN: But not as much. 

MR. SALE: No. 

THE CHAIRMAN: Could you talk at all 


about the obstacles to export, or the reasons Lor 
this decline, or have you run into the same sort 
of difficulties with empire content or Commonwealth 
content with respect to remaining in England? 

MR. SALE: No, although our market in 
England is not an imoortant one for us. We do 
ship there, but our major markets are Australia, 


New Zealand, South Africa, the East and West coasts 
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of Africa, Pakistan, Burma and places like that. 

Our imoortant one is, of course, Australia, and the 
main problem in exporting to Australia is the high 
cost of our product, in the first place. The Ford 
car in Australia sells for $5,000 -- that is, the 
Canadian Ford car. They determined long ago -- 
longer than 35 years ago -- to gradually bring 

about their own secondary industries, and varticularly 
their own automobile industry. Thirty-five 

years ago you paid a duty on the car of an 

additional 75 pounds on the body, and that brought 
about body building. They were doing that 
successfully as far back as 1924. Their whole 
approach has been along that line. In other words, 
it has been towards the development of their 

own secondary industry, and these restrictions 

that have come about have been created with the 
desire to establish their own industry, just as 

we did in Canada many years ago. Those countries 
out there are going through identically the same 
evolution in development as did Ford of Canada 

which, in its early stages, Simply brought components 
with a team of horses and a wagon across to Windsor. 
The components were assembled at Windsor, and 

the total equipment in the plant in those days 

was one drill press. Out of that has developed 
the manufacture of component by component in 
Canada, and Australia is following the same 


pattern. 


New Zealand is beginning to move in that 
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direction to some extent. They want to have some 
locally made components there. South Africa 
is a little more advanced than that. 

I do not feel it is a question that 
you can avoid, or negotiate yourself around. I 
think those countries are just as keen about developing 
secondary industries as we were in the early days 
when we started, and that is the real root of 
the restrictions. Some other countries such as 
Rhodesia, for instance, where we are shortly 
going in with an assembly plant, are just starting 
into. «this? process. 

THE CHAIRMAN: Of course, if the Australians 
are prepared to pay $5,000 for a Ford it suggests 
that they are even more anxious to develop a 
secondary industry than we will ever be. 

MR.. «SALE s« Thac is right. 

THE CHAIRMAN: What about the South 
American market? Is there any ovvortunity r.0r 
export there? 

MR. SALE: There is the opportunity, 
although we have never exported there because of 
the general development of the business from 
the origin of the company. We started in exporting 
from Canada -- as a matter of fact, our first’ car 
went to Calcutta in 1905. Because of Commonwealth 
preference and other factors we gradually es- 
tablished dealers here and there around the Common- 


wealth. They eventually became astute, and later 
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on in a desire to more deeply cultivate the market 
we started the assembly there. The result is that 
we have been able to build up our organization in 
that particular field so we have never been in the 
South American market, and because of lower costs 
automobiles have been shipped there by the 
parent company. 

THE CHAIRMAN: Could I pass then to 
the Canadian content and to the indication of the 
change in Canadian content, particularly over the 
last 10 years? What is happening to the Canadian 
industry ? Is it becoming -- I think, perhaps, 
one of my worries and one of my questions is as to 
what extent is the skilled part of our operation 
either increasing or decreasing? 

MR. SALE: I do not understand what you 
mean by "the skilled part", sir. 

THE CHAIRMAN: This is, perhaps, a 
bias, but I am concerned not only to keep engineers 
and physicists in Canada but also to keep and 
develop the skilled workmen. I think, perhaps, 
at the back of my mind here is a defence concern 
that the availability of skilled workers, scientists 
and engineers is, in my mind, our best defence. 
Now, if in the changing pattern of Canadian content 
there is any trend towards losing some of the 
less skilled or losing some of the more skilled 
parts of the process I think I would be interested 
in trying to identify this trend. 


MR. SALE: T think as our automation 


gt se ew 
Pe dens ‘xe tugs. om ont qreeuae 
ba obs aban 0 0 go biivd ‘oY « 

i: nt nas niavert evar on 8 biert pues 
‘etaoo aewod 46 -eaueDBY ‘Bas , tales. agelrema® riggs | 

. : iit ee oeetld eagida nosed sven asiidomsaua | 


| . eneqnos dasa | 


- 


¢ 


| f nets a8 T niveg | MAMATAND at RN 
arid ‘to o-oslsearhi sid 03 brs Ieednoo etait ot 


add t=v0 “pisatuolseg .dnetaos asibene). ar onesie 
| | nathensd. acid ass ‘panoeyeratt: Bt. Taciv. Gerxesy OL test 
iettiin oe nkeht i 42 yattioned oi) at 9 gd BA 
od ae et anottsov0 um, 20 ao Bete aoitow Ym TO SHO | 
| nottso00 HG) “hd, dneg bealiite oft Bl soothe enh | 
: Tgalaas tab ~% gales toot saitte 
wow Apion: gpa sebry on, ‘6h I +90 ae-. AM | 
| watts a8 vetiine eft" qd ose 


. 4 Ra ree, Nas shea? : YYAWATAND ie My 


cm ating bere i oH TOW bal ltite add. -qoleveb > 
7 areocro | sone 8 et sted. botm um I dose say 38 
7 | eJabsasios saci bal itm “to. (wilideltave eal sang 


ee yy 


2008 sh tasd "i {baton qn mt ,ol prperthiae bas 


Instacy pabbensy *0 N93 9.39, ts) asctetly alt ab Th wow | 


2 
ae ek sr] 


bettie: atom ‘seta 40, anos naieett, so belliva’ sacl | 
1 = uJ 7 
besasisent si Biuon. J, Mabe. “hi! Basoong. Be to a3 16 


iF ee 
x ms 


brats, SNS AMBRE, OF gm? ake 


mobSaned: ws "she a6 dade, T 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 53 - 


proceeds, and at the moment it is relatively 

3/1 small in Canada because of our very low volume, 

4| there is a trend towards a proportionately greater 
5] number of skilled people in the plant. We 

6 employ a great many engineers doing research 


on various phases of our operation. We do not 


7 
employ physicists because we do not have any 
8 
real purvose for utilizing them. 
9 
THE CHAIRMAN: Can you say anything 
10 


about -- I suppose this is unfair since you are 
11] not an engine builder like Mr. Walker, but can I 
(A puter etotyouin «the same way as 1 aid “toehnin: 
13 you would lose a great deal of content because 


you have given up the manual transmission and 


14 

5 are imoorting automatic transmissions. This 
worries me because it involves work that is very 

“ highly skilled and which has to pe made up. 

i What kind of parts that did not core in are now 


18 put in because you have to make up your automatic 


19|| transmissions. 
20 MR. SALE: I am afreid that is impossible 
91 for me to identify, not being a mechanical man, 


but there is a constant search, as Mr. Walker said, 


22 
for parts that can be manufactured in Canada. 
The content creates that. Our content is held 
. fPeirily steady, and fairly well above the require- 
Z ments, and it varies in all sorts of parts. 
26 THE CHAIRMAN: All these problems come 


27|| down ultimately to volume? 
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z, 
MR. SALE: Yes. 
3 THE CHAIRMAN: And, indeed, you stress 
4|| these disadvantages. Can you give any indication 


5 of what increase in volume is necessary to over- 


come these disadvantages? 


6 
7 MR. SALE: Do you mean for the industry 
as a whole? 
8 
THE CHAIRMAN: It probably means for 
9 


your own firm because in 50 far as you -- unless 
10/ the industry goes to the different form of (Or= 

11]| ganization of depending on suppliers the five 

12|| automobile producers will put in one transmission 
13 made by one company, and you get the volume, 


so it is both ways, really. 


14 
MR. SALE: Give us a million cars and 
> we will be smiling day and night. 
~ THE CHAIRMAN: This is for Ford? 
“i MR. SALE: No, that is for the industry. 
18 THE CHAIRMAN: Double the output, and 


19|| you would be smiling? 


20 MR. SALE: Our picture would be radically 
21 different if we got somewhere around the 200,000-car 
92 mark. In fact, it would change many things. 
THE CHAIRMAN: That is, for the firm? 
‘. MR. SALE: Yes. 
24 
25 
26 2 
27 
28 
29 


30 
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THE CHAIRMAN: You tallc about the disadvantage 
or the burden fron tariff on cars. This means that 
in spite of the arrangement by which you can pring xin 
parts free as long as you maintain the Canadian 
content, there are a number of parts still made in 
Canada and they are taxable? 

MR. SALE: Yes, Isut ait cre mot-rsueitvd tarze 
group. There are components that are dutiable and 
not procurable in Canada, and we felt that it was 
of assistance to the industry to the extent of 
$25 or $30 to pernit these components in duty free 
and at the saie tine protecting the contact. 

In general, there are sone engine components; 
gone starter uotors, some transmission components, 
sone front suspension components, sone bralces and 
shock absorbers and drive shaits, these are Se in 
that category which we mentioned, and we felt that 
that was worthy of study as it would be of some 
further assistance in this particular problem which 
we are trying to face up to. 

THE CHAIRMAN: You in your brief distin- 
guish between the two classes of assistance; one 
which is raising the price and the other lowering 
the costs? 

MR. SALE: That is right. 

THE CHALRMAN: And on the lowering of ‘the 


costs, clearly we have to consider this continental 
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integration again? 

MR. SALE: Yes. 

THE CHAIRMAN: Ope of the possibilities, 
Of ccoures .a15 Simp ly (Lo say; "Tet us negotiate 
free trade between Canada and the United States"? 

MR. SALE: . Yes. 

THE CHATRMAN: Do you think that any of 
the industry would be located north ot the border 
af wwe fad Tres trade? 

MR. SALE: I don't think I could answer that 
without a great deal sore study than I have siven it. 
There are all sorts of opinions as to what would 
happen, and we have studied this question and have 
a program to study it a great deal further. if 
think that it is hazardous to express an opinion 
Oi At bo Chis etime. LI think it might be quite 
‘aisleading. Frankly, we don't know enough about 
it to give you an opinion in the meantime. 

THE CHAIRMAN: Frankly, it would worry 
me. 

MR. SALE: Well, I know that it is worrying 
a lot.of people. 

THE CHALRMAN: But, have you thought 
at all about this other proposal which we had that 
without any action by the United States at all on 


any change in their tarifis, that the Canadian Gov ern- 


nent would agree to treat the production of the Ford 
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Motor Company, or any of the other motor companies, 
as a unit? 

MR. SALE: No, we haven't as yet, but that 
is one which we will be getting into. 

THE CHAIRMAN: Do you see any hopefulness 
or is your first inclination to accept this as 
one of the -- 

MR. SALE: No, I don't know enough about 
it to give you an answer one way or the other. 

THE CHAIRMAN: I know that you will agree 
to explore it, but what worries ‘ne a little is the 
tine. \ Do you think it will be possible to set sone 
indication of whether this is a reasonable line 
to take ahead of getting a detailed study of 
precisely what one would buy, and so on? 

MRe SALE: Right. 

THE CHAIRMAN: Tt deems to me likely 
that the ultiaate effects of it would take a long 
study and I don't lmow whether sone quick estin- 
ation of this possibility can be made. 

MPEtSkine UL would go this: far; 1 would 
hope that within a matter of three or four weels 
that we could sort out the principles of it and 
perhaps get a close enough view of it to be able 
to give you something on it. 


THE CHAIRMAN: That is what I was hoping 


ee er en vans am ae 


_ gebtty wood Yok sea Hoy OT « MAMANARD ar a) 


{gue guidtss od LE sinner im 


sp. 6tdd tyooe8 ad OL dRa ti akst tect woy at x0 | . 
7 


«<= sit to Sno 


7 


Fuad Avwons Worn! ghade & <oul tAine iM 


pte 
‘bsi 


i 
a 
4eorido odd 26 Vew sfc’ sovude ne POY Suny oF saad | 


ediae Tit ney tecd Wore TD WAMRDARD ST 


ca 


out “af eget «Sm ssfeiaw Jean she ist otofges OF f- . 


eroe jap oF eldtesoe s¢ Ilaw tL Untds hoy at .ete 


: - nu 
~eatt <tdedossset & al anit vedeety to noldeekoar 
; | oO FRE 
ya yowis Holieish 6 aardtos to besides svt ‘ot | 7 
aa oi 
trio Ge One ,ysid Bidew eno tadv Tieqtoety ; 
. Af u 
~heein waa 
GLSGLIT on OF ‘arsea FT ~ SWAMALARO aHuT 
vi 
‘Of A ocis? Bknow Vi to -avoukts Fer liiy od Peck. | 
5 oa 
cEees -\otiiin see corthertw wend’ Pei -) Bas yhove | 
ae nm 
aber sd ass “ol reiteeeg Std? ko Hobss 7) 
| ics 
‘bitew T <ae@t-ethd op bivow 1 “AIAG . it | 
fa 7 


@loow Sands ostsd do sovde: = neaeiw deriv sijort | 


Hen cat “ petcisnko) art Ge Pade Sivoo a toad 


efds if ‘ot tt Yo wely datne seofo ‘Ss Veg SaqRitsq. 7 Oa 


J? Ao peiliveros ‘uby, “eviz OF 7 
artyon ‘wee Tadd ct ser. TA a Bee 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


2 ge 
1 
2 
MR. SALE: I can't guarantee it because is 
3 
don't know what we are plowing into. 
a 
THE CHAIRMAN: That is what I had hoped. 
5 
I don't think it is «ww job to lay down a detailed 
6 
plan. 


MR. SALE: No. 


THE CHAIRMAN: Rup enere: 1] ne. use 2) 


presenting a plan that hasn't got a chance. 
MR. SALE: No. 
THE CHAIRMAN: What about the other line of 
inquiry about aodels. TL would like to vary my 
question to you a little, because my question should 
not be put in terms of, ‘ould it be good business for yqu 


te reduce the nuaber of uodels, while Mr. Walker 


inereases his?" but rather to ask you simply about 
costs. 

Maer S ALE: © YES. 

THE CHALRMAN: How “uch cost reduction 
would be possible if you were to substantially 
reduce the nunber of models which are going through 
your Canadian plant? 

Ma "SARS OrThar will vary according TO 
the particular “odels. About four years ago we 
were producing about 66 odels and we are now down 
to about, I think it is, 38 models. 

Now, that is the siaplification of, the 


line. It is difficult to answer ofihand just what 
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that saving would be; it takes quite a calculation. 
Now, our philosophy on snodels is this; that we will 
not put any model in the line unless it makes 
economic sense, we will not keep any inodel in the 


line if it does not make econonic sense, and we 


have taken out models froin time to tine over the years 


Ssyrioul, can sees We have taken out actual series of 
cars; series of cars have been built in the United 
States which we didn't take out at all. We have in 
other cases postponed bringing in a new car until 
such tine as we had a look at how the models worked. 
Our odel set-up, naturally, has to be according 
to what the market is and what people want. There 
are very high cost convertibles that we have always 
imported. There is a saving there, there is no 
question about that, but the question is whether or 
not in making the saving it results in a toss of 
prota. 

THE CHAIRMAN: IT accept that, but I an 
still interested in the degree of saving. Pernaps 
I could ask you further with rei: “ence to the nunber 
of models. It sounds such a lot when you say wigegs 
put is it possible sinply to indicate what basic 
models there are involved in the 38; I suppose it 
is not asbig a variety as it sounds? 

MR. SALE: No, that is true, because not 


only is it»not. so ereat, but there are a lot of 
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components that are the same is in these models, 
and that helps your overall volune. You have the 
two-door and the four-door and the hardtop and the 
four-door convertible, and then you get pretty 
well down to the basic lines. Then, you get 
variations of those which are called nodels, but 
often tines the variation is on the surface. 

THE CHAIRMAN: Could I then follow up 
with the question again that I asked Mr. Walker 
about research; you ade some reference to research 
in your statement, and could you tell us a little 
“ore about that work? I take it the research done 
at present is research with relerence to the process 
of manufacturing? 

MR. SALE: That is right. Basic research, 
as you can appreciate, is a highly costly process, 
and we have research on other phases oF oOhe 
matter and it is also an extremely costly operation. 
Some portion of it might be done by the company, 
but the cost is fantastic. 

THE CHAIRMAN: The cost is fantastic, but 
this is one of the things, Il think, which we in Canada 
can builé as well and cheaper than they can do 
across the line. Have you ade any efforts to 
persuade your parent coupany to put some of this 


research -- 


MR. SALE: No. Tt is not only the cost 
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of people, but there is a treiendous cost in 
facilities. 

THE CHAIRMAN: I take it, however, that 
they are constantly adding to the facilities? 

MR. SALE: Yes. 

THE CHAIRMAN: I suggest they should be 
asked to put some of these in a place where it can be 
built cheaper in Oakville rather than in a place 
where it costs ore, as in Detroit. 

MR. SALE: That is a subject that certainly 
can be explored. ile haven't done it, but to see 
what is involved, it staggers ‘Ne. 

THE CHAIRMAN: It is because it is so 
stagcering that it offers such a happy field for 
enployient of Canadians and creates an opportunity for 
others in the service, as well as the Canadian 
citizen. Now, would you be zood enough to think a 
little about the question that I asked Mr. Walker, 
too, and this has to do with seeing the trade and 
at the goodwill and the 


persuading your coipany th 


good research results that may cone frou placing 


this in Canada might be very worth while, but even 


if there are no 4neentives that we Could CLLer 


other than the goodwill and the good cheaper 


research, is there anything the Governaent could do 


to provide incentives? I would like you to think 


about that. 
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en 


MR. SALE: “We will think about it and get 
that developed. 

THE CHAIRMAN: Finally, the sales tax. You, 
IT take it, agree with that, quite apart from the 
aifferential impact? 

MR. SALE: You ‘nean the excise tax? 


THE CHAIRMAN: Yes. 


= 


Me. Shim: The sales tax, 1 Suppose, 418 a 
little harder to attack. 

THE CHAIRMAN: That is, generally? 

MR. SALE: Yes. 

THE CHAIRMAN: As to the excise tax, your 
view would be an abolition of this tax that is 
G@uite apart from its differential in tax. would “be 
of creat assistance to the industry? 

MR. SALE: Definitely, definitely; it would 
help the eaploynent situation a creat deal by 
setting it down to a proper basis of sales, the thing 
we need ost. 

THE CHATRMAN: The argument that is in 
10st of the briei’s is that this hs to be put on 
as a luxury tax and that the automobile is not a 
luxury. IT have to be a little annoying now and 
ask whether the autoiobile industry or the automobile 
user doesn't iapose such high costs on the community -- 
the provision of roads, the provision of parking 


Space and an annoyance to all pedestrians like myself, 
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2 and so on -—- that as a matter of fact this is not a 
3 luxury tax, itis: asking the automotive user to tale 


4 sone of the costs of usage that he doesn't otherwise 


= have to meet? 


6 MR. SALE: That is true. 
7 THE CHAIRMAN: Is this true? 
8 MR, SALE: But all these things, though, 


9 are done by municipal Governuents, not the federal 


10 Governient; all these things you nane. 


11 THE CHAIRMAN: But the municipal Govern- 
12 sents and the provinces are finding it hard to get 

13 the federal Government to give up enough revenue 

14 to thei, so that their revenue -- 

15 MR. SALE: Sure. 

16 THE CHAIRMAN: What about the other taxes? 

17 paid by automobile users? Do you think that they 

18 are surficiently heavy to eet these other costs? 

19 MR. SALE: I think that can be pretty 

20 clearly deaonstrated by the casoline tax and the 

21 licenses. The automobile supplies a very high proportion 
22 of the revenue, and particularly the provinces, and 


23 they certainly do not hesitate to adjust them to 


24 keep up with the highway prograi that they have. 
» THE CHAIRMAN: You are speaking of the 
26 wasoline tax? 

a MR, SALE: Plus licenses; those two in 
28 particular. 
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THE CHAIRMAN; You think that there is 
enouch of a burden on the autonobile user to make 
me as a pedestrian -- they are prepared to give up 
the excise? 

MR. SALE: It is through an additional amount 
of reduction in the tax table; it may not be as 
ereat as it appears on the surface. 

THE CHAIRMAN: If we did abolish the 
excise tax, what sort of expectation might you 
have as to the effect on the pricing of cars? 

Is this sonething that would simply mean either an 
increase in your prorits or an increase in the next 
round of wages, or a decrease in the price of Cars? 

MR. SALE: No, the exact anount of the 
tax would cone off the price imasediately. It did 
in 1952, and went from 15 to 10 per cent, and it 
did in 1955 when they brought it down to (oe 
per cent and that would, certainly so far aS we are 
concerned, follow right on the day it took place. 

THE CHAIRMAN: ‘Well, Mr. Sale, I think 
that is all that I would want te ask you. Thank 
you very much. IT will just consult with my 
technical staff to see if we should co straight on 
or adjourn at this tine. 


MR. SALE: Thank you very much, sir. 
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THE CHAIRMAN: I think, perhaps, we will 
adjourn until 2 o'clock, at which time Mr. Todghaia 


will present his case for the Chrysler Corporation. 


---Luncheon adjournment. 
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Upon resuming at 2 p.m. 


THE CHAIRMAN: Mr. Todgham of Chrysler? 
SUBMISSION OF THE CHRYSLER 


CORPORATION OF CANADA, LIMITED 


PRESENT: Mr. R.W. Todgham, President. 


MR. TODGHAM: Mr. Commissioner, Miss Leitch , 
laiies and gentlemen, it is my pleasure to appear 
before you today as the official spokesman of 
Chrysler Corporation of Canada, Limited. 

In keeping with your wish expressed several 
weeks ago I do not propose to read here our public 
Drier. 

Rather, I intend only briefly to touch on 
several of the salient points which form the 
substance of that brief. 

Naturally, the views which I shall express 
are those of my own company. 

It is essential that I make clear that 
none of these opinions are necessarily shared by my 
competitors in the Canadian automotive industry. 

Like our major competitors, my company 
manufactures and markets exacti, the same automobiles 
and trucks as our parent corporation, and in that 
connection I think it important to establish the 
fact that, in my opinion, there is no autonomous 
Canadian automotive industry. It is many years 
since the last truly independent automobile companies 


disappeared from the Canadian industrial scene. 


| 
; 


« dottalaelm: ae ni) 1 MARIO? ., RM 


nacdqa?od suviesslq mm. ve th. qttameLdney, bag, wilh 
tq nasteeciogs Halal tke: ant .aa yshos.-w0y, voted 
Shaka! <B2r, cect: Vo Nol Fetqied bade lg ; 


Lftevyeen boseaiqye: Hetw., aR at Wyeast faa a 


CFLdad tio ssi-beeT ot vnottoty Jon ob Done mise 


teted. 


ew ius of; Ylterat Vino Bystnl T ~retieh 
sad miot Holdw addiog dteltae: add to Cereves 


ehorgxe CLBOe IT deliweewety eAd., flautist 


} 


~YakGlor ce. oh To seed, ate 


frat weeio olen Lt Seid fsiigeges al dT 


Vr Ve Botede yl iceegsoan ste. fi giolge spect To anon, 


evririmeh sv itemocire 1c shoes ait qt arestteqmog, 


BiaAme> YS ,Ftoell sonmoo of accie Sail 
bsitdomitns ouag ats ./tonks noedktem oe SeLés odes 
Jea#d al boa NeAteroyrso Juetrad sud SE ssaund ie a 
eae felideskhs ot aes toqme. $3 éakets ZL fietdoonseo 
EsosOHosieG on 2k stay  aofaten “@ mt Pa tos? 


sisey vis ol UT ,yidewiel sylgoupass nefbensd 


 Seatagees al! dapetus goohasgehal qhennye Heat wate sorte 


ial 


aman” Rolepen: wethmure’s ade Bats Be 


isla ted? Yo sonetedye 


zi 
— 


a 67 = 
eee ccraaeranra 

Now, these courageous enterprises could 
not compete -- either as producers or marketers «- 
with the vastly more powerful American companies, 
which either exported into Canada or bought or built 
Canadian subsidiaries; and I must take issue with the 
argument that purely Canadian interests should, and 
could, successfully design, manufacture and market 
their own distinctive products in this relatively 
small market at this point in Canada's economic 
development. 

It is my firm belief that no such enter- 
prise could presently compete with the solidly 
entrenched subsidiaries of United States corporations, 
from which those subsidiaries derive such immense 
benefits -- technical, administrative and financial. 

In my opinion it is necessary for the 
public to understand the inability of Canadian 
subsidiaries to deviate, in any significant degree, 
from the car styling and engeering trends decided 
upon across the border; and the more knowledgeable 
of our critics admit that the cost of tooling up 
and producing a distinctive Canadian automobile 
in the Dominion would be prohibitive, bearing in 
mind the volume potentials that exist in the Canadian 
market. 

I make this point at the outset of my remarks 
because so many well~meaning Canadians have 


recently been clamouring for what they describe as 
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"ag distinctly Canadian automobile.’ 
Now, our unavoidable dependence on United 
States styling decisions is the vital factor, along 
with an American-dominated price structure, which 
has contributed somewhat to the present critical 
threat posed by the British and foreign imports. 
ie is. obvicuc, as eritishsand foreign 
vehicles increase their share of the Canadian market, 
that the Canadian manufacturers cannot look for 
any relaxation of U.S. leadership in the vital 
areas of styling, pricing and labour costs. 
The salvation of the Canadian automotive 
fndustry, if it is to be found, lies elsewhere. 
It lies in the hope that the Government of Canada 
will decide to conform to a pattern of fostering 
the growth and development of Canada's existing 
automotive industry -- a pattern now almost universal 
among the countries of the world where manufacturing 
is a major factor in the natinnal economy. 


I have dealt with the fallacy behind the 


outery for "a truly Canadian car. “Of course, 


in our official brief, the futility of this theme 


is outlined in more detail. 
I should now like to mention another area 


of periodic public eriticism. That criticism finds 


its expression in the query: ‘Why don't you build 


the kind of cars which people vant?" Mr. Commissioner, 


I submit that we, in the automotive industry in 


Canada, try to do just that. Our industry makes 
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just as full use of the devices of consumer 
research and public preference as do all other 
major industries. 

There are three major factors which 
complicate our problem of trying to keep abreast of 
what our customers want. The first harks back to the 
point which I have already discussed -- Canadian 
dependence on American styling. The second I can 
describe only as the unpredictability of the automobile 
buyings pubiios “And the ‘chird Is a. tecrknical reason, 
and it evolves through the lead time which is 
required in designing and tooling, which runs, in 
most cases, up to periods of about 30 to 34 months. 
So these three factors preclude the possibility of 
a quick -turn-around. 

In support of this statement of "why don't 
you build what the public wants?" I should like 
to remind you, sir, that the flood of British and 
European automobiles into the Canadian market did 
not come in one wave. It came in two waves. A 
great many people have forgotten the sudden influx of 
British and European cars shortly after the end of 
the Hitler war. Normally, v2 Cenadtan manufacturers 
would have been worried, but we were not unduly 
concerned becsuse our customers assured us that 
they would revert to the standard-size North American 
cars as soon as the so-called buyers market was 
restored. If that artificial boom in small cars 


had continued, then I can assure you that the North 
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American compact cars would have made their appearance 
that much sooner. Had they done so our critics 

could hardly be saying now that we don't give the 
public what it wants. 

But just let us look back. What did actually 
happen? At that time, as soon as the North American 
cars were in good supply, the first boom of the 
small imports subsided as quickly as it began, 
and their remains cluttered up the used-car lots. 
But now, ten years later, it has reached a new peak, 
This time it is serious. By the end of the 1959 
model year British and foreign imports had captured 
in excess of 27 per cent of the Canadian new car 
market, and a penetration of 30 per cent for 1960 
is being freely predicted today. 

I wouldsuggest that no further statistics 
are necessary to focus attention on this -- the 
very heart and core of the predicament in which 
the Canadian automotive industry now finds itself. 

It is set forth in our brief that the 
Canadian car manufacturers have little or no control 
over the size, the horsepower, or the designing of 
the cars which they sell; therefore, I submit that 
any remedial action must be taken at the level and 
the point ofimportation, and it must be taken by 


the Government of Canada. 
This situation, combined with the problems 
facing the Canadian automotive and parts industries, 


is in some measure responsible for the present high 
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level of unempbyment in Canada. 

Under the British Preferential Tariff -- 
established in the so-called "hungry thirties" 
when British automobiles were a rarity in North 
America -- Commonwealth cars entered Canada duty-free. 
The desirable arrangement -- fiom the point of view 
of the entire Canadian economy -- would be for the 
British and European car companies to find themselves 
in a position where it would be advantageous for 
them to build their vehicés in Canada, with 
Canadian materials and Canadian labour. Consequently, 
to that end, in our brief we advocate more than 
merely an upward revision of the British Preferential 
Tariff. In addition, we urge a review of tariffs 
on all British and foreign imports, up to a level 
which would permit Canadian-built vehicles to be 
more competitive in terms of price. 

Also in our brief is a recommendation on 
the contentious issue of "content." To prevent 
exphitation of provisions of the Customs Tariff, 
to the serious detriment of the parts industry 
and the Canadian econony, we recommend that 
"British Commonwe2lth" content terminology, 
wherever appearing in the Customs Act, be changed 
to "Canadian content", and a considerable broadening 
of the "content" provisions. 

Another point upon which we have recorded 
our opinion is that the excise tax on passeger 


automobiles has long outlived the reasons for its 
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imposition and remains as one of the most discrim- 


1 

: inatory and harmful taxes suffered by the Canadian 
A economy. We recommend the immediate repeal of this 
wax. The excise tax is unjustifiable because it 

Z cannot be defended on the grounds of economic or 

; currency controls, nor can it be defended on 

y administrative or political grounds. 

8 This tax is discriminatory because the 

i legislation creating it singles out one industry, 
A the motor vehicle manufacturing industry, for onerous 
i treatment, and taxes its product higher than any 

. other essential product manufactured in Canada. 

13 TUPhing Go the subjectwol Garliiss) 2v. 13 
a worth noting that a considerable number of nations 
15 have brought their individual automotive industries 
16 up to a healthy position in world competition by 

7 means of a measure of tariff protection. 
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Among the countries which come to mind 
in this connection are the United Kingdom, 
Australia, South Africa, India, Mexico and some 
South American republics. 

The measure of protection given to our 
industry in earlier years was barely adequate. It 
did, however, enable us to develop despite the 
proximity and immensity of the United States auto- 
motive industry. Our continued existence alongside 
this powerful competitor was made possible, apart 
from protection, by the fact that the United 
States manufacturer was paying labour costs greater 
than ours. 

But, now, however, that the auto-makers 
of the United Kingdom, Germany, Fran ye and other 
European nations have mastered the business of 
mass production, and are using cheap labour in the 
process, Canada's existing measure of protection 
for its native automotive industry can no longer 
be considered adequate. 

While the 17.5 ver cent ad valorem duty 
levied against foreign cars is inadequate, the 
free entry of the U.K. cars under the British 
Preferential Tariff is proving little short of 
ruinous to the Canadian industry. 

The continuance by Canada of the British 
Preferential Tariff structure is rendered éven 
more incongruous in the light of the 20 per cent 


tariff which the U.K. imposes on Canadian auto- 


mobiles. 
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It iS our submission, sir, that the present 
basis of entry into Canada of British and foreign 
automobiles must be revised if there is to continue 
to be a sufficient incentive to manufacture auto- 
mobiles in the Dominion. 

To illustrate this point, one could safely 
Say that under existing tariff conditions, our 
parent Corporation could achieve definite ad- 
vantages if it transferred its oresent Canadian 
Operations to low-wage Britain. Under this arrange- 
ment, Our parent Corporation could then lay down 
finished automobiles in Canada more cheaply than 
we can now build them in the Dominion -- thanks 
to the British Preferential Tariff system. 

As things stand, Britain and foreign 
nations are currently "exporting their unemploy- 
ment" to Canada in the form of cheaply produced 
motor vehicles. We in Canada, therefore, are 
virtually importing unemployment. 

Briefly stated, we contend that this 
Dominion cannot afford to continue a benevolent 
low-tariff policy toward British and foreign 
nations which have equalled or surpassed us in 
automobile mass production techniques, and have a 
formidable advantage over us in 1-»our costs 
as well as much larger markets. 

In our brief, we strongly recommend that: 

(1) Canada's automotive tariff items be 
freed from G.A.T.T., thus enabling prompt 


remedial tariff action as required, without 
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1 
2 long-drawn-out negotiations with the Govern- 
3 ments of other contracting nations. 
4 (2) Rates of duty on finished motor vehicles 
. from all countries, including the British 
6 Commonwealth, be increased to a uniform 
; level that will neither preclude importations, 

nor contribute to their competitive ad- 
vantage. 
9 Such protection would provide a 
10 greater measure of encouragement for 
11 existing domestic industries, and would 
12 provide a strong incentive to British 
13 and foreign producers to manufacture in 
a Canada. 

Now, the question is logically asked: 

me "What can the Canadian automobile manufacturers do 
1" to alleviate their own problems?" 
17 Toward this objective, our company has 


18] this year reduced the variety of car makes and 
19| models. The premise in this undertaking is that our 
20 total sales and production volume will improve 


through efficiencies and lower cost, thus also in- 


| 

creasing the economic practicability of sourcing a 
22 

greater volume of components in Canada, rather than 
23 

the U.S.A. 
24 


Greater advertising and sales emphasis 
25 on low-priced Canadian-produced vehicles, rather 


26|| than those equipped with costly U.S. options -- for 


27\| example automatic transmissions -- by Canadian producers 
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could also contribute to an improved sales position 
against imported products. 

The primary concern of the Chrysler 
Corporation of Canada is in manufacturing auto- 
mobiles and marketing them. 

Obviously, the parts manufacturers have 
submitted their own brief or briefs. 

However, because of the close relation- 
ship and inter-dependence of the two industries, 
we have included in our submission some comments 
touching uvon the problems peculiar to the parts 
industry. 

Briefly stated, we believe that the 
British Commonwealth content provisions of the 
Customs ‘Tariff Act, enacted as a form of protection, 
have largely out-lived their usefulness in Canada's 
Over-all interests. 

Therefore we propose that "content" 
vrovision proposals be expanded over a broader 
range of production volumes, with less severe 
application to low, and more severe application to 
high, volume producers. 

Uniformity of tariff rates are proposed 
with decreases in Most Favoured Nation Tariff. 

This combination of adjv ted "content" 
requirements and tariff rates will provide 
greater protection to parts manufacturers, and 
correct to some extent the competitive disadvantage 


of low-volume vehicle producers, without destroying 
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their incentive to develop supply sources in 
Canada. 

At the same time, it will provide a 
much stronger incentive to high-volume vehicle 
producers to procure their components in Canada. 

The over-all effect should be strongly 
conducive to continued expansion of existing in- 
dustry and an encouragement to new industry. 

Mr. Commissioner, as I said at the outset, 
I have refrained from reading the text of our 
brief before you here today. 

Rather, I have touched on its salient 
points only. 

Ate this time I should like, however, to 
quote only the conciuding sentences of that brief, 
because they constitute the core of our submission 
in what might be described as "compact" form. 

The Canadian automotive industry is 
todayrateathesmcst.critical point in its. haif- 
eentury.0f  bistory. 

itelesstravinge Lo«teer a course: On 
the changing tides of public preference. 

It is attemoting to meet buying trends 
which vary between ostentation and austerity, and 
between the capacious car and th: compact. 

It is enduring the illogical burden of 
an unfair excise tex which still hangs the label 
of luxury on the indispensable automobile. 

Chile tryine.to conform L0.a Commonwealth 
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Z 
intended result, and aggravates the competitive 
3 disadvantage of low-volume domestic producers. 
4 It is watching helplessly the virtual 
5 disappearance of an export market which originally 
6 was one of its prime reasons for existence. 
5 In its own home market it is losing ground 
3 steadily to European and British vehicles,which 
are produced at wage rates of about 33 per cent 
to 66 per cent of the Canadian level. 
y It is facing pressures for higher wages 
11 from an American-dominated labour force. 
12 And finally, it is being victimized by 
13 a depression-born system of British Preferential 
14 Tariffs which were conceived when U.K. automobiles 
15 were almost unknown in Canada, but which now 
; give them an unfair advantage in the bitterly 
: competitive Canadian market of today. 
ni As I said, we fully realize the purpose 
me of this commission is to study the problems of the 
19 Canadian automotive industry. 
20 But it must be evident, however, that 
on our problems and future are similar to practically 
22 all secondary industry in Canada. 
73 This country, its economy, and its 
people have reached -- are not ecrxroaching -- but 
“a have reached -- a crossroad in our history. 
- Are we, by the inaction of the Government 
26 of Canada, to revert to the position of being pro- 
27 ducers of vrimary product and sending it to overseas 
28 
29 
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1 

2 companies to be fabricated into finished goods and 
3 returned here for distribution, or, will the 

4 necessary Government action be taken to make 

5 it possible to expand all our secondary in- 

6 dustry which is now facing stagnation -- and 

: in many cases -- extinction? 

Mr. Commissioner, may I thank you for 

: the opportunity of appearing before you today. 

? If any of my comments or the contents 
10 of our brief should, in your judgment, require 
11 elaboration or further discussion, I am at your 
12 service... sir. 

13 THE CHAIRMAN: Mr. Todgham, I thank 
al you for a vigorous brief and, I suopose in some 

ways, very contentious brief. 

ae L would like, naturally, to follow 

iS up by some discussion, and perhaps I will take 
17 you away from your brief for a moment. 

18 Since I asked the other two companies 
19 who appeared this morning about their imports, 
20 IT would like to ask you about the price of the 
a1 Simca in the pattern of your company's 

operations in Canada. 

2 MR. TODGHAM: Well, sir, first of all, 
= I would like to say that the reasons for us having 
ne Simea in ovr pattern is somewhat different from 
25 the two gentlemen who svoke here this morning. 
26 Chrysler Corvoration did not have or does not 
oF have manufacturing facilities in the European 
28 area, and in order to enter world markets -- 

99 and, after all, this is now a world-wide 
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industry -- the easiest way for that corporation 
to get into the world markets was to vurchase an 
interest in an already established concern. We 
did not have manufacturing facilities in the United 
Kingdom, in Germany, in France or in Italy before 
we purchased a minority interest in Simca, and 
those products and the existing marketing outlets 
for those products, already throughout the world 
other than in the United States and Canada, gave 
us an already oven door to get into the world 
markets; not to the same extent or on the same 
basis as General Motors or Ford, but at least 
itewassa step in the right direction. 

I believe you were also asking for 
our thoughts about the legislation last week as to 
howlataarfeccsSireas: *l am, personally, in a iittie 
better position than my two confreres this morning. 
We dojmotianticipates that your) pricesswidl be 
etfecteds by- reason of cost or stax or duty. They will 
not be increased, the reason being that our import 
costs of Simca have been and are still considerably 
in excess of the minimum valves acceptable by 
Canada customs. 

This arises from the fact that it is purely 
internal, we buy the Simca car from an intermediary, 
Chrysler S.A. in Switzerland, and they purchase 
Simea cars from Simca and in turn sell them to us, 
and the basis for selling them to us is already in 


the area which our department last week put the 
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ese ek 

1 
2 

So we don't anticipate an increase in 
3 the- price of Simca. 
= THE CHAIRMAN: In other words, you would 
5 not really be in a position to take advantage 
6 beforehand, and therefore you lose nothing when 
7 this advantage is withdrawn? 
3 MR. TODGHAM: No. 

THE CHAIRMAN: Your brief is surely a 
5 protective one. To ask for high orotection.or for 
=" protection is not very meaningful without some 
i1 figures. I first thought that perhaps if you 
12 removed the British preference and had a 17-1/2 
13 per cent against everybody you might have been 
14 also content, and then I began to realize this 
15 wouldn't even begin to make you smile. Am I right 

in this interpretation? 

. MR. TODGHAM: We do not set a figure. 
si We think that the basis for the re-valuation of 
18 tariffs rests with authorities and boards which 
19 have been set up for that very purpose, who have 
20 access to costs, overseas costs, domestic costs, 


1 and if the whole picture is approached by the 


Government board with fairness and sound judgment, 


they will come up with an answer. 
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CHAIRMAN: Well, Surely that will 
come up as a result of discussions with the automotive 
industry. Am I right in assuming that 174 per cent 
does not sound good enough to you. 

MR. TODGHAM: I don't know whether 173 
per cent is good enough or not. 

THE CHAIRMAN: Your brief Suggests you do, 
that you think it is? 

MR. TODGHAM: It is like negotiating; you 
can set your sights for the Sky, and you settle for 
less. 

THE CHAIRMAN: Every little helps. 

MR. TODGHAM: Every little bit helps. 

THE CHAIRMAN: Somebody yesterday asked me 
whether the consumer would be represented, and I 
Suggested that not only do I represent the pedestrians, 
but I represent the consumers, and I find it hard 
to take very Seriously the recommendations that would 
raise the price of automobiles much; I don't think 
the people of Canada want Secondary industry that 
much. 

MR. DDGHAM: There is the question. Let us 
take an extreme example; what will happen to this 
country, how many people will there be to buy 
automobiles or sell them, or test material from 
outside, if all secondary industry passes out of the 
picture, We will have to go back from an 18 million 
population to 8 million, and although our primary 


production will support an economy of 8 million people, 
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I don't think it can Support an economy of 18 million 
people, So, we have the price going up by virtue 

of the tariff, and that will be signficant because 
there will be nobody to buy anything or the wherewithal 
Oo DUy vic’. 

THE CHAIRMAN: Can I try it another way, then; 
behind this productive tariff, the costs will depend 
on the volume of production, and what volume in Canada 
is required so that we can produce at prices that 
will not stagger the Canadian public? How much 
increase in volume is required? 

MR. TODGHAM: Well, I would go along 100 per 
cent with Mr. Sale's answer to that question this 
morning. He mentioned roughly double his present 
production, and if we could double our present 
production it would be all peaches and cream, with a 
little honey thrown in, 

THE CHAIRMAN: Now, suppose that as a result 
of your tariff the English and European producers 
establish and start to assemble in Canada, this 
would mean a greater Canadian production than it would 
mean by dividing the production over a great many 
more producers, and isn't there 2 danger that this 
would really mean continuing high cost production 
because of a lot of low volume producers? 

MR.TDDGHAM: Sir, I don't think it would, 
providing these European or United Kingdom producers, 
When they establish in Canada, were encouraged to 


Secure their components in Canada and would not be 
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1 permitted to bring in the components for the cars 

2 they are making and that they are going to assemble 

3 here from the United Kingdom or from Europe, 

4 because the same argument of increase in volume to 

5 the car manufacturers applies to the parts men that 

6 are Sitting here today, and if they could have added 
7 to the present Canadian manufacturers! volume a 

8 double volume on our part, or even if it was double 

9 in total, and if they have the U.K. and European 

10 volume -- whether it is in a bumper or a spring 

11 plant, or door handles -- if they had that as an 

12 increase there is no question but that the total cost 
13 in the over-all industry would be bound to come 

| down, and it would also make possible the area 

15 that you paraded Mr. Walker to; it would put them in 
16 a much more competitive point of view or better 

Ay competitive position to go in and tap some of these 
18 United States markets with the components. 

19 There are some parts manufacturers -- I 

20 think some are in this room today -- who are 

21 competing favourably in the United States market, 

22 and there are others who cannot, but with this 

23 increased volume that would come from a U.K. producer 
24 producing here and using Canadian components, I 
25 would think -- and this may be brought out in the 
26 further briefs of the parts manufacturers later on, 
a7 tomorrow or whenever it is -- that it would open 
28 up many doors for scme of them; maybe not the marginal 
29 
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fellow, but some of the larger ones might step in 


1 
: and take up some of this United States business, 
4 Which would improve this trade imbalance that we have 
today. 
4 
P THE CHAIRMAN: This is very interesting, and 
I would like to just make sure I understand. This 
6 
: argument really is, to put it this Way, even If your 
- output couldn't be doubled, if the total Canadian 
i output were increased it might be possible to get your 
costs down? 
10 
; MR. TODGHAM: Yes. 
1 
; THE CHAIRMAN: Because you would be able to 
2 
do things cheaper? 
13 
MR. TODGHAM: Yes. 
14 
ae THE CHAIRMAN: It is an important thing. 
16 MR. TODGHAM: I would think that the parts 
- men, when you query then, could give you a more 
realistic answer to that than I could. We essentially 
18 
19 are what you might call marginal parts producers 
20 as opposed to Mr. Waiker of General Motors, who is 
21 a major parts producer. 
THE CHAIRMAN: You referred to the other 
22 


countries and what they have done, and could you tell 
us. this. -- it is perhaps unfair tc ask for such 
detailed information, but you probably have it at 
your fingertips -- what is the degree of production 
in these countries which you mention? What were 
these countries,England, U.K., South America? 


MR. TODGHAM: One which I am familiar with, 
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perhaps more familiar with by virtue of it being 
fresh in my mind, having had in Windsor last week 
two of our principals from Bombay, and they produced 
over there profitably automobiles and trucks, and 
Will achieve 90 per cent content with a 16,000 
production. 

THE CHAIRMAN: What protection? 

MR. TODGHAM: You cannot bring in a completely 
built up car except under Special regulations. 

THE CHAIRMAN: What is the relative price? 

MR. TODGHAM: I didn't get into price with 
him; I wouldn't know the difference in the price. 

THE CHAIRMAN: You cannot have a Canadian car 
unless you are prepared to pay monéy «for sity that. is 
true, but perhaps the Indians are prepared to pay 
this? 

MR. TODGHAM: In so far as Australia goes, 
Iam not familiar with it -- Mr. Sale is much more 
familiar with the Australian situation than I am 
because we basically in Canada don't have a large 
export gperation. Iam not familiar with the details 
of how they operate, but just as an aside I think it 
would be interesting for you to know that in my 
discussion with these people from Bombay the other 
day we talked about why we have been so-called frozen 
out or pushed out or doors have been closed on us in 
export areas. India still -- so I was told by these 
gentlemen -- exercises a certain amount of Commonwealth 


preference on small components coming in, even in this 
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1 10 per cent area. These gentlemen and I were getting 
2 around to the necessity for some sort of government 

3 action on our part. Tnese gentlemen came to Windsor 
4 after having spent a week in Washington with the 

5 Department Loan Fund, and they were given Quite a 

6 Substantial loan running into the millions of dollars 
7 to build a press plant in India, but the restrictions 
8 in them being given this five or six or eight million 
9 dollars to build that press plant, the restrictions 
10 Which the American government put on that money was 
11 that the dies of the press and the various other 


12 things that are going to be used in that plant or 


13 any small parte that go into the ultimate car, must be 
14 American sources, So, even though they could buy 

15 that same part from us in Canada at less than in the 
16 United States, they are lcckced oucv, but not by any 

17 action of ours as manufacturers, 

18 THE CHAIRMAN: If we had had an export credit 
19 plan, could you have competed on the price? 

20 MR, TODGHAM: I think we could and I think 

21 that that applies, sir, not only to the automobile 

22 industry, but applies to a good many other industries. 
23 THE CHAIRMAN: May I come to the content 

24 provisions? It seems that you have two problems here 
25 you are presenting to me, and one is the change from 
26 Commonwealth to Canada. This is concerned not so much 
27 with something that is now happening, but to prevent 
28 Something that might happen? 

29 MR, TODGEHAM: I am more concerned about one thing; 
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my chief concern is employing Canadian materials 

and Canadian labour, and anything that is conducive 
to having mere Canadian materials coming into the 
Canadian automobile, I am for it because the dealer 
Stationed in Galt or Brantford or Eamilton I think 
Should have a chance to get a penny or two of that 
back, but if it is spent in Toledo or Coventry, or 
Some other place in Europe, I am not going to get any 
or it baek, 

THE CHAIRMAN: Is there any Significant conten 
of the Canadian oroducers that is really Commonwealth 
but not Canadian at present? 

MR. TODGHAM: I don't think there is, but 
there could be. 

THE CHAZRMAN: That is what I was asking. 

MR. TODGHAM: There could be, 

THE CHAIRMAN: It is really a forward 
looking question, 

MR. TODGHAM: Yes. 

THE CHAIRMAN: You are not concerned there 
with something that is now nappening, but you are 
concerned, rather, with what might happen if you 
first got your tariff and then had to come here; then 
you want to make them put more Cauadian contents 
into the car? 

MR. TODGHAM: Yes, 

THE CHAIRMAIT: On the other hand, on the 
adjusting or proportioning of content, is it your 


argument that our present content regulations make it 
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Mittaculs bo stars in Canada, and what you really 

want us to do is to be easier while we are trapping 
people like you and other manufacturers in Canada, 

and that then having gotten them here and they have 
established themselves and have got volume, we then 
begin to impose on them the requirement that they get 
more and more Canadian contents, That is really your 
idea? 

MR. TODGHAM: It is an incentive. 

THE CHAIRMAN: To start? 

MR. TODGHAM: Yes, We have an American firm 
coming in here now in the face of existing content 
regulations and they will be in production in the sprin 
you will hear a brief from them before these 


: 


hearings are cver witha, presume -- and I would 
think if content regulations were low enough to 
attract some of these overseas people to come in 
here on the basis of building 5,000 or 10,000 
automobiles, then when they set uv -- 20 or 30 or 40 
of them -- you take it one step further, and if we 
could build -- getting back to what I think would be 
ideal -- we are running close to 70 per cent now, 
but if we could build 100,000 avtomobiles instead of 
50,000, I would think it would be reasonably easy 
for us to get up to 7% and maybe 80 per cent Canadian 
content. 

Also, you have another firm here that has been 
building 5,000 to 10,900 automobiles for the last few 


years and making a profit out of it; if they can build 
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5,000 or 10,000 automobiles profitably, why couldn't 
these people from the United Kingdom or Europe come in 
DEeTeJONNLNe Dass OL puitdine 5.000 to 10; C005" they 

can build them profitably here, and when they are doing 
that they are using Canadian material and labour. 

THE CIAIRMAN: You used one rather odd phrase 
that I would be interested to hear you explain when you 
referred to one of the disedvantaces and one of the 
problems of the Canadian industry as being an American 
dominated price structure, Would you explain that? 

MR. TODGHAM: Weil, our present mttern -- 
and I don't know whether it applies to the other area 
or not -- but when cars are priced in the United States 
they are priced lower not so much on cost as they are 
to be competitive, and in certain publicly accepted 
models of our competitors the spotlight is shone on 
them, and we price our comparable car to that particula 
vehicte on our competitor's price, whether or not 
the cost warrants that position, and if the competitive 
area of price in the United States, model for model, 
Carries that. pretty well dhnto this country, Unere is 
roughly the same amount of spread between the 
American price and the Canadian orice, and that is what 


I refer to by American dominate. rice structure. 
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THE CHAIRMAN: You do not think this gives 
you any freedom in strategy with respect to imports? 

MR. TODGHAM: No, because we have nothing -- 
when I say "we" I mean Chrysler of Canada -- 
Chrysler of Canada has nothing dollarwise that 
competes dollarwise with the small European imports. 

THE CHAIRMAN: But, surely, your sales 
depend on the extent of the differential between 
these cheaper cars and your cars? 

MR. TODGHAM: The more we can narrow that 
spread the better off we are. 

THE CHAIRMAN: And you feel you are not 
free to narrow it as you would if you were an 
independent Canadian company? 

MR. TODGHAM: I would not say we are 
not free to narrow it, but it could be narrowed 
much easier if there were not this general pattern 
followed throughout the industry. 

THE CHAIRMAN: What it needs is a little 
collusion on reduction. Your brief emphasizes 
a good deal the sensitivity of car sales to prices’,.. 
but your protective proposals suggest that the 
prices of cars will rise. Is there not a danger 
that this will reduce the aggregate sales and 
impose some further difficulties with respect to 
low volume? 

MR. TODGHAM: Short-term it might, but 
your proposed elasticity theory -- I am not an 


economist as you well know, sir. 


— P ay enh ‘=o an 2 beara 


\ aattx shite sacs Siar Gh Dee. heii _ 
“ibhroce: ad tasoe be Moder waeser nt soso <i wot 
we BAi Ato avon ad sulsoad em RAH IONC ohh, 
= pbered Yo “antigen asas Tow" ves I sities 

tei atl etolTob ‘sation sen bends “to talents 


ehPormi mrecoonms fare aft Artw saxteveliod 24394009 
| soles “wer. V6 Stee oud! ace TAS SaT 
reswoed IntinedesTitb eid ‘to treks ed oo bree 
Saas Seo. chris green “SSy. gate becalacsed 


Jac) wott!n tan ow Soo ST sugeiee Tae | 


o Se Sy Te veadaed acto Boeevete 


S08 e% oy Sas) wow DA = AMASS Bey 


: = 


8 Os Loy Dh) Dili coy ee 2S eerran of Bee2 


Pets eh ae? Inehirecemart 


Sve Oh) sen, Toa iew 1)  sMAReoT-, ee 


A “oe Tey ol souk a ee Crary oy ~ ; 
enyottiand at Alyoo = thud eb Sopenof Ssevk ses 


WHeitay ‘heteien sind ton-cyreap swht? DW eatiee nun 


2 2. 2.2. 8.6 


«TRAV R Ey fut hewn! io? 
BLT o al ebeen tb cert “QbeEARS (RAT 
SRE apy Tata vusy aoe oe ao ginger tias 


rweIPEey of bales Hao ie ‘Vitvit tones at? Beep hoy a 


a ag i 5 A Ai a I” Le 
= 5 


ot? iid ocRmye -aheengore sideadeats sappy tat 
‘MED a fon evel ol wee Se eee “ho eek 
ine oles sages ad eb D0) Grd Peet 
‘OF dso098cna es llivohears -reizquy anoa saccatt 
= Pemuloy wot 

ud ., ene i unTet-st ARIE ..AM 
107 im le. VESet? (Oh r teehee heatneta sue’ 


in  weov tfow won ae velmences 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 92 - 
1 
2 THE CHAIRMAN: But you employ economists, 
3 and use them? 
4 MR. TODGHAM: Yes. Perhaps Mr. Cowan 
5 could answer that question better than I could 
myself. 
6 
MR. COWAN: Have I your permission to 
y answer, sir? 
: THE CHAIRMAN: Yes. 
9 MR. COWAN: We have done a number of 
10 studies on Canadian consumer response to price 
11 changes. One thing we have noticed, and we would 
12 expect it to be true, is that the Canadian is 
B relatively more sensitive to price changes than 
the Anerican, and we feel, certainly, that from 
= the point of view of the question of volume that 
- somewhat different pricing strategy might give 
a some additional growth to sales in Canada. In 
17 Other words, any given reduction in price would 
18 bring about a greater expansion in volume. We 
19 feel that any measures taken to reduce this price 
20 gap will stimulate market growth in Canada. 
oy THE CHAIRMAN: You have referred, Mr. 
Todgham, to the reduction of models. I tried to 
ag elicit some views on the economies resulting from 
the reduction of models this morntne without very 
much success. I wonder if you could say anything 
about the extent to which a higher degree of 


standardization and reduction in models would, 


in fact, make such significant cost reductions as 
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1 
2 would make, shall we say, less protection necessary? 
3 MR. TODGHAM: Well, we have not put 
4 the figures together on that, Mr. Blayden, but 
5 the big imoortance that I see, and it has proved 
2 to be so in our own case with the reduction of 
models, is that it has permitted us to source 
] many more varts in Canada because of the same 
: volume being concentrated on fewer models. 
9 We are able to source more parts in Canada rather 
10 than import them from the United States. 
11 THE CHAIRMAN: And buy them cheaper? 
12 MR. TODGHAM: I do not care so much 
13 whether you can buy them cheaper so long as you 
can buy them at the same price. 
a THE CHAIRMAN: Except that you cannot 
get the price of the car down until you get the 
a“ price of the parts down. 
17 MR. TODGHAM: No, but I am just as 
18 much concerned about the sourcing of the material 
19 as I am about the cost of the material. 
20 THE CHAIRMAN: I wonder whether I could 
91 ask you for your views on this other aspect that 
comes into an area about ties you have not talked 
sa tiniyoursbriersethe alternative of making the 
ceiving it an American 


Canadian industry so strong by 
continental market that it does not need these 


protections. In other words, what about the 


possibilities of some form of integration, which 


is a question I asked this morning. What do you 
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1 

2 think would happen -- I realize that only a long 

3 study can give a real answer to this, but I am 

4 trying to get the rough judgment of the men 

5 who have the feel. What would free trade do -- 
reciprocal free trade with the United States? 

: MR. TODGHAM: First of all, there was 

: no mention made this morning, nor have you mentioned 

8 it when you put the question, of the political 


9 implicaticns. Everybody steered away from the 


10 political implications. io ics sli ene sox 

11 us to sit here and say it would be good or it 

12 would not be good, but until Ottawa and Washington 

13 can sit down and get on to some sort of an 
agreement as to the basis for the ground rules 

: I do not think anyone can assess whether it would 

- be workable, or whether there are any possi- 

16 bilities in it. The ground rules must be set 

17 and examined first. 

18 I feel that this so-called Keenleyside 

19 theory cannot help but contribute greatly to a 

20 further integr-'’on of the Canadian economy into 
the United St. economy. Mr. Coyne has hit 

i that hammer and tongs in the last couple of weeks, 

* and it goes right back to the question: Do 

a8 Canadians want more integration, > do they not? 

24 If they want more integration here is one way 

25 to get more, but if they do not want it then 

26 all the discussions between Ottawa and Washington, 

7° and ourselves in Detroit and Oakville and 

28 

29 

30 
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Dearborn is for naught. I am just nationalistic 
enough in my thinking to think that Canada's 

future as a politically and economically independent 
nation is a very bright one, and it deserves a 
better fate than being submerged in an alien 
economy. Canada can certainly sunvort and afford 

a motor vehicle manufacturing industry that is 

more Canadian than it is at the present time. 

That is only my personal view. 

One area that I think should be mentioned 
in assessing this Keenleyside theory, or this 
free trade theory, is that if that came about 
we could, I think, kiss export in the automotive 
industry goodbye because my opinion would be 
that Canada would be, perhaps, the source, due to 
the size of our facilities -- not only ours, but 
our competitors as well -- of producing the more 
expensive automobiles, and, of course, the more 
expensive automobile has not a ready market as 
has the cheaver car. 

There, again, I do think there is certainly 
allot of merit°in investigating it, but before any one 
expresses an opinion as to whether it is or is not 
a good thing I think you have got to know the 
ground rules it is going to operate under, and 
so far as I am concerned I would ofrer you the 
same co-operation as Mr. Sale and Mr. Walker did 
this morning. We would be more than happy to look 


at it, and feel out our executives in the parent 
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corporation and get their thoughts on it. I can 
pretty well anticipate their answer. They are 

going to sav: "What sort of atmosphere are we 

going to be operating uncer? What security is there 
that it will be a continuing thing from Government 
to Government ? Whet haopens if our Government 


changes, or the Canadian Government changes?" 


Traditionally some political parties are free 
traders, and some are high tariff men. We could 
not be changing around facilities in the area 
that you are mentioning at the whim of the voting 
pupi ic’. That would be disastrous cost-wise. 

THE CHAIRMAN: I do not want to argue 
this with you because I am here to listen and 
nov for lecturing, ‘but I co feel, ‘however, quite 


apart from whether it is a good thing or not, 


tiiau tit 42s ta -OOliti¢al decision: Thelpedcple of 
Canada have to know how much their volitical " 
decisions cost, and, therefore, it is essential to 
make some estimate of what could be done to provide 
both cheaper cars and more employment by some 

such arrangement. if it is negligible “then “the 
political feelings of nationalization clearly take 
hold, "and nothin#=°is done. If theseare very 
significant then the nationalist hes to think 
seriously about what price he wili pay for his 
nationalism, and some, at any rate, might take 


the view of another good Canadian who is now a 


professor in the United States Chet ie is a 
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2 prosperous Canada that can stand strongest and 
3 most independently against the affluent United 


4 States, and if such integration promoted this 


5 prosperity it might decrease rather than increase 

Our political independence. These are only political 
: arguments, and I do not know the answers, but I 
: do think they have to be exvlored. We are concerned 
8 


at the moment with whether it is a good thing, 

9| rather than what these vrovosals of integration 
10 can mean. You say: What are the ground 

11 rules, and what is the permanence? Any develon- 


ment based on a tariff is something subject to 


12 
e the whims of the voting public as to withdrawal 
or further imposition, yet Chrvsler came into 
14 
Canada because there are some assumptions about 
15 


permanence. I would be interested to hear the 
16 results if your comoany paid some attention to 
17] this. I would like to talk with you again and 


18 with your officers in Detroit. One of the theories 


19 is free trade. I think there we have to ask: 


Can we assess the likelihood of there being any 


20 

continuing industry here at all? The other is 
Zh 

reciprocal free trade with some guarantees. 
22 

Some people have said that you pvroduce the same 
23 


models in Canada, but I would be worried about 


24 producing the wrong model. 


25 One proposal has been made to me, which 
26 I presented this morning, perhaps not accurately 


or clearly enough, which could be effected by 
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1 
2 unilateral action. So, this does not require any 
3 action by the United States Government, and it 
4 could be done byone firm without. reference to 
5 the others. That is with respect to the Canadian 
6 Government's establishing that the content could 
be considered a continental content. I think 
: we could raise the ante to perhaps 100 per cent 
: and say: “You shall have a much freer entry 
9 of parts than you now have. You shall have free 
10 entry of finished cars which now you have not got, 
11 as long as you buy in Canada for either the 
12 Canadian car or for the American car as much 
1B as you are selling”. This could be done on the 
; basis ofa ‘deal. Chrysler could do it, and G.M. 
; reruse cto do iu, anda could’stidieeo onlay 
2 only hope would be that if all five were doing 
a6 it that the pressure on the United States Govern- 
17 ment to reduce its tariff might make it an even 
18 more satisfactory arrangement. 
19 Do you see any possibilities in changing 
20 the pattern of your production so thet if you 
71 buy fewer components for the Canadian car, and 
your American firm was buying components from 
- Canada, which it does not do now, it will give 
some Canadian producers a much bigger volume so 
oe that they can get costs down even lower. Is 
25 this worth exploring? 
26 MR, TODGHAM: Yes, I think it is, 
ae: particularly if you include in that primary industry 
28 
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as well as secondary. 

THE CHAIRMAN: We would have to think 
about that. This asi one of, the..things «ou 
must investigate and you might want to get it up 
to 110 per cent then. Incidentally, of course, 
this does not necessarily apply only to the 
United States. 

MR. TODGHAM: No. 

THE CHAIRMAN: Perhaps we could get Volks- 
wagen to buy Canadian compnonents in order to come 
ay iree; buteal think the deal is wmore: likely 
to work with you. 

MR. TODGHAM: We are back to the 
ground rules again. 

THE CHAIRMAN: It would be a company 
deal. IL will have. to wait, but. I say to you, 
as I said to Mr. Sale, and as I should have said 
to Mr. Walker, I hope we can get some sort of 
an assessment of the possibilities of this reasonably 
quickly -- not an ultimate assessment and saying: 
"Well, we can do it, and buy this", and so on, 
but some sufficient assessment in order to be 
able to decide whether it is worth pressing further. 
I think Mr. Sale was optimistic enough to suggest 
six weeks, but I would suggest -- well, at least, 
reasonably soon. JI would be very grateful if 
we could make progress on that. 

MR. TODGHAM: We should be able to 


have some indication on that, Mr. Blayden, when 
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1 
2 you come to Detroit in the next three or four 
3 weeks. 
4 THE CHAIRMAN: That would be svolendid. 
5 Now, can we go to research. I Suppose I am 
6 hipped on research. You are smaller, and I 
suppose it is a little more difficult to answer 
j this, but do you see it as a possibility that 
: some of vour parent comnany's research on 
9 particular components, or a particular component, 
10 might be put into Windsor? 
11 MR. TODGHAM: No, Ido not ether than 
12 in the areas in which we are already functioning 
13 such as process, manufacture and industrial 
ia engineering research which is peculiar to 
certain facilities, but the styling or research 
: on engines, we will say, or some of the ideas 
a that automotive engineers are coming up with -- 
17 our volume over here is not big enough. What 
18 you, in effect, are saying is: Will the parent 
19 comoany subsidize it over here, and have it done 
20 in Canada? I believe your discussion this 
a1 morning revolved around keeping some OF Our 
engineers and scientists in Canada instead of 
a having them migrate, but I would think that the 
ee automotive industry is competing for those engineers 
eS and for those scientists against tne aircraft 
25 and the electronic industry, and what we can 
26 do here in Canada to induce an engineer to stay 
DF here rather than go down to Lockheed's in 
28 
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2 California, with the higher wages that are pate 
3 down there, I do not know. I do not know what 
4 sort of an embargo you could place on a Canadian 
scientist. 

THE CHAIRMAN: You could not put an 
embargo on the Canadian scientist, but if there 


are opportunities here many scientists would 


prefer to live in Canada. We find that we do not 


9 always have to pay a Canadian the same rate that 


10 he would get in the United States. Frequently 


11 he likes to stay with us. 
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Ve We Bladen, Baqe, M.A., FRCS. 

Commi aaioner , 

Royal Commission on the Automotive Industry, 
Meckensie Building, 

Victerla ami Adelaide Streets, 

Toronto, Ontario. 


Dear Mr, Bladen: 


Your question, contained on page 102, volume 1, of the transcript, 
wich was asked of me during the public hearings in Ottewa on Octoder 2h 
and anewered by Hr. McMillan at my request, was peither clearly interpreted 
nor answered. 


The question arose from a statement on page 19, paragraph 2, of 
our publics trief. The answer sheuld have been as followe and is contained 
in paragraph one of page 25 of our confidential brief: 


“fhe Canadian tariff history on motor vehicle 
parts shows a rate reduction pattern more consistent 
than that on finished vehicles. Because of the unique 
structure of the tariff, however, the effective overell 
rate has, on the contrary, substantially increased. 

Tie results from development of the industry with a 
great many parts pregressing from e@ classification of 
Bot Made in Canada to a classification of Made in 
Canada at a higher rate of duty--preeently, for example, 
from claseification under Tariff Item L36C, M.F.Me, 

free of duty to Tariff Item 1 36F, M.F.M., at 25% duty. 
The effect of this progression is reflected in the | 
vehicle manvfacturers' higher costs of either the 
Canadian-made parts or tariff on the imported parts. 
fhe full impect of this increase in costs is theorse 
tically lessened to some degree by efficiencies of 
the Canadian producer," 


Yours wery truly, 
CHEYSLER CORPORA F CANADA, LIMT 


| Zl 7 
= R. YW. Todghan, 
President. 
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: In your brief you referred -- this is a 
matter of explanation, and I am going to make a 

2 

5 rather sudden change -- on page 19 you referred to 

P ‘The Canadian tariff history on motor vehicle parts 

. Shows a rate reduction pattern more consistent than 

F that on finished vehicles. Because of the unique 

‘ Structure of the tariff, however, the effective overtall 

é rate has, on the contrary, substantdalay increased, 
COUId SOU csr. 

9 

” MR. TODGHAM: ‘The Canadian tariff history 

i on motor vehicle parts shows a rate reduction 

3 pattern more consistent than that on finished vehicles. 

‘g THE CHAIRMAN: Yes; but '...because of the 

te unique structure of the tariff, however, the 

re effective ova@-all rate has....substantially increased. 

té MR. TODGHAM: Well; our tariff man, 

tv Mr. McMillan,may answer that question, may he? 

is THE CHAIRMAN: Yes. 

% MR. TODGHAM: “Mr. McMillan, it is on page 1p, 

55 the second paragraph. 

a MR. McMILLAN: The effective’ over-all rate 

93 is the result of the development of the parts industry 


in Canada under the tariff protection; but while we 
say that the pattern of rate reduction is more 
consistent than that on finished vehicles we mean 
that while the tariff rate on the finished vehicle 
has decreased from, I think, 30 per cent down to 
174 per cent, the effect of the tariff reduction on 


the parts has been to actually increase the cost. 
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*Although the tariff rates have gone down the increase 
in question results from developing the parts industry 
in Canada without tariff protection and under the 
contract requirement such rates make it convenient for 
the Canadian producer to provide these parts rather than 
importing them; so the effect of the rate, taking into 
consideration the tariff protection, has been on the 
Canadian producer. 

THE CHAIRMAN: What you mean is not that the 
rate has gone up but the burden has gone up? 

MR. McMILLAN: Yes, 

THE CHAIRMAN: I see; I wasn't clear on that 
particular item. 

One last question -- and, in a Sense, this is 
coming back to the same sort of thing, wages and 
productivity: The productivity is itself a matter of 
volume. Suppose that you had the volume in Canada, 
is there any reason to believe that the productivity of 
Canadian workers would be either higher or lower? 

In other words, is the lower productivity the result 
of the small market, or is the Canadian worker not 

as good as the American worker, or better, Or 15° 15 

the result of the small market? 

MR. TODGHAM: I am sure that the whole 
Question rests on volume. 

THE CHAIRMAN: There is really very little 
difference, then? 


MR. TODGHAM: There is very little difference. 
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THE CHAIRMAN: Canadians and Americans work 

as hard as each other, with about the same degree of 
skill? 

MR. TODGHAM: Yes. 

THE CHAIRMAN: Well, Mr. Todgham, I thank you 
very much. I hope I haven't been unduly troublesome, 

MR. TODGHAM: You have been very kind. 

THE CHAIRMAN: We shall adjourn until 
tomorrow at 9.30 when we have a rather long series, 


starting with the Government of the Province of 


Ontario. 


~~- Adjournment. 
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ROYAL COMMISSION ON THE AUTOMOTIVE INDUSTRY 1960 
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Ottawa, Ontario, 
25th October, 1960, 


---Held before Vincent Wheeler Bladen, Co:wnissioner, 
at the Parliament Buildings, Ottawa, Ontario. 


PRESENT: 


Mr. C.D. Arthur ) Economic advisers to the 
Coumission 

Mo. So. OCVKOLt  } 

Miss BE. Leitch Secretary of the Commission 


Mr. L.P. Kavanagh Adninistrative Officer. 
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SUBMISSION OF THE PROVINCE OF ONTARIO 


Present; Hon. Leslie M. Frost 
Prime Minister. 


G. Gathercole, ape 
Deputy Minister of Economics. 


THE CHAIRMAN: The first submission this 
morning is on behalf of the Province of Ontario, 
and it is a pleasure and honour for me that the 
Prime Minister of that province should appear to make 
the submission. 

Mr. Frost? 

HON. MR. FROST: Mr. Commissioner, first of 
all, may I say that we regard this Commission as one 
of very high importance. We are most anxious to 
be helpful to you and to the industry, and, as a 
matter of fact, in a lighter spirit on that we are 
anxious to be helpful for the reasons that I should 
mention. 

I come here, sir, with a great deal of 
diffidence, for the reason that I am not an economist; 
I am in the company of an economist a very great 
deal, but I am not an economist. My viewpoints are 
very much expressed from a grass roots level. I 
recognize, sir, in your presence and in the presence 
of this gathering here, which contains experts of 
note, that anything that I may say might be 
subject to a great deal of question. Now, sir, 
having laid that groundwork, perhaps I can make a few 


comments. 
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I in no way advance what I say -- I may 
depart a bit from this brief -- I in no way infer 
in any way that what I would say here is -- I shouldn't 


WES) suites. expression infallible, but.you Jmew 
what I mean. I think that is true of those who are 
associated with me. Mr. Gathercole is Deputy Minister 
of Economics, and I have here half a dozen young 
economists who worked on this brief. To be frank with 
you, sir, we grope for answers the same as others 
do. 

THE CHAIRMAN: As I am. 

HON. MR. FROST: Well, I would say this: 
We hope that what we may say will be stimulating. 
We by no means put this forward as the final answer 
to things at all. We grope for answers, and we 
hope out of this Commission will come things which 
Will not only be of assistance to you and to the 
industry but to ourselves generally in the problems 
which we meet. 

Now, sir, I will be frank with you. 
Mr. Gathercole was good enough to give me a few 
notes, and I looked them over and decided it would be 
far better, indeed, much safer from my standpoint, 
that Mr. Gathercole might be the subject of cross- 
examinstion rather than myself, pvecause I don't 
profess to be an expert. Nevertheless, I am prepared 
to answer by what I might term the faith that is 


within me with due regard to my capabilities. 
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Now, sir, in looking this over I said to 
Mr. Gathercole: ‘Now, George, you better give this 
yoursel rT,” However, -I did look it over again, and 
there are one or two things to which I should Ite to 
refer. Now, this really comes from the brief. TI 
don't want to read anything to you particularly, but 
there are one or two things here which are expressed 
in probably more concise terms than I could do, and 
therefore with that little change in things I should 
like to speak freely. But I would just refer to one 
or two things here. 

Now, the first thing to which I would refer 
is this. This comes, I believe, from the brief 
itsef. This submission is divided into two parts. 
Part 1 deals with general manufacturing in Ontario 
and Canada, Part 2 with the automotive industry. 

The justification for dealing with general manu- 
facturing is that the problems and difficulties which 
beset the automotive industry from time to time are 
problems and difficulties which are confrens ing 
Many branches of Canadian manufacturing. Now, sir, 
I underline that. That is one of the things I 
think of high importance in relation to this 
Commission, the fact that although you are dealhg 
with the automotive industry you are dealing with a 
problem which is affecting secondary industry 
particularly, and I should say affecting primary 
industry in our country. Accordingly, some of the 


measures which may be designed to maintain an expanding 


ee 


anibnaqes ne oledaiemeod baggtegh o¢ yam weidw seuesom 


- a! 
' ee -~ 


‘had’ satenh seve: aE soot Bi T AbVawall Woy 
aoe © 
ud “SHE Stuarts 1 Jott ot mesh gyda ll 


¢ stots say monk emery yiless etd vo pe 
fe ,yPunlvoetisg voy oF sitetyhe tinet af gnaw Paeb 

-Beueeugxs ath isin anod egaid> = xe ado ete oust, : 

itso i Mirrom simi raed nities ato vidsdorg at 


beers i saute nt ne wgnads eloell ted Aviv stoleisie 


ane.0% toten tout bleow I doe «leer? savge ov sxee 


<S%ea. eqnia?d owt t9 


opto Busi: I lottw of gates Seat wit? (OW 


tained add wort svebied I smiios sie? Jetat ot 

. Sean ue eons bentste si esta ointlart sii? Mees. 
ult RAO nt prlibdo stems: fevetes dete feed £ Itkt 
UMA int evidomotira ate dts © Yel ,sbensd One 
“asta. Fevangg ct iw niet Lava to? olsen ives, git 
yee satihiairt e2R Oe imoleeig sa3 gedg ot ange st 
STK cnn of omnis wott ystesmnl avi tomodues end toeed 
mill Spero o ete stolid raz elups VIS bis aheldotg 
are “et «ated Tare Latinas Asi bens? To sates ren 
r gn Nd. aiid Yo sam Bh gear _— eatlasbny 2 
alkeie, Oa: agit efor ei somiaspiogm? ays Te wniag 

BE eOR Ose. ithe Mawontte. Jandy P5087 ond .ao2ee tet 

© (9. Srilech eye voy widasihnt svitoaatire oad wit 
witeb het UTShNas 28 axtvea?t. al Moldy mo idotiy 
wel sy Miidesiis yee Claede 1, bie  eiretuotbireg 
ea? Tc. ang +. Cigeibrooss ysdeutos y he wrteubat 


—_ 


29 


30 


- 109 - 


Pee Gaesrce 
automotive industry would pertain to manufacturing 
in Canada in general. 
Today, some 6 million workers and their 
families in Canada and nearly 2 3/4 million in 
Ontario are dependent on manufacturing for their 
livelihood. Speaking offhand, I think the manufacturing 
product in Ontario last year was of the order of 
11 billion dollars, a very large proportion of which 
we have to sell in the markets of the world. More 
than 31 per cent of Ontario's labour force and 
one-quarter of Canada's are engaged in some phase of 
manufacturing. In addition to employment and income 
which these industries generate, manufacturing supports 
a wide variety of trades and services such as 
construction, transportation and advertising where 
these services have been occupied h meeting manu- 
facturing requirements. The economic health of 
manufacturing in Ontario and Canada is therefore of 
vital consequence to our province and our country. 
During the last 15 years, Canada and Ontario 
have enjoyed a greater progress, in fact, unprecedented 
in our history. At a time when much of Europe and 
Asia was in the course of being rebuilt and 
modernized we were able to expand production for 
both domestic and foreign markets and raise wages 
far above the levels of Europe and Japan. Now the 
situation has changed. Most foreign countries have 


modernized and have highly efficient machinery. I 
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addition, they have low wage costs and a structure 

of exchange rates, controls and manufacturing 
arrangements, and the effect of these countries 
enhanced competition upon our own Canadian manufacturin 
industries ts therefore reflected in our loss of 
markets abroad and reduced sales in the domestic 

market and a decline in job opportunities and 
employment in our manufacturing industries. 

During the last four years in manufacturing 
in Canada employment as a whole dropped, 
and in Ontario by about 20,000. This downward trend 
has occurred at a time when our work force was 
continuing to grow at a rapid rate. 

Now, sir, Mr. Gathercole and those associated 
can give you a greater picture of that. I think 
last year our work force increased by 140,000, 
something of that order. 

MR. GATHERCOLE: 170,000. 

HON. MR. FROST: In any event, those actual 
figures can be given to you, but manufacturing 
employment actually dropped by 20,000. This downward 
trend in job opportunities, I say, has happened when 
our work force is continuing to grow. The result 
of this decline is that the ratio of employment has, 
of course, reached a level where it is of anxiety 
and concern. The papers are full of that, Ottawa 
ie TulY¥ of that at the’ moment, So I don't need to 
elaborate. Ontario's submission points up 


conditions throughout the world. It stresses the 
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adaption to these changes. If we in Ontario and 
; in Canada are to ensure the balanced growth of 
: our economy we must devise more effective ways and 
; means for expansion of our industries. We conclude 
: that only by larger growth in manufacturing can we 
: employ our increased population -- and, sir, I think 
5 it is one of the things that is written on the wall, 
: that we in Canada nave to increase our population if 
- we are going to justify holding half a continent in 
4 this land-hungry world -- keep it at home in the 
, face of the attraction of living and working under 
: conditions which the United States is able to create, 
> extend the self-sufficiency of our productive 
i enterprise for peacetime and national defence purposes 
and safeguard our people against the sacrifices 
. implicit in the cessation of vital foreign imports 
im wimes of erisis., TL will refer to that last 
sentence later on, sir. 
is Now, just in connection with that I want to 
- make a few very homely comments. First of all, 
I think, sir, in 1960 we have to regard this, that 
* we are living in a new world. We are not living 
_ in the old world of ten years ago or even five years 
. ago. We are living in a world which is highly 
5 competitive, which is going to be more competitive; 
4 we are no longer living in a seller's market. Now, 
. let's add this thing up. In the last fifteen 
- years the growth of our industry has come about in 
f a time in which we have been living ina seller's 
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market. Now, the economists may dispute that, 


1 
D and may perhaps dispute it successfully, but I make 
3 that assertion anyway. We are going to live ina 
4 buyer's market and we are going to live ina market 
5 which is going to be more and more competitive, and 
6 therefore in our country we have got to be good to be 
+ able to stand up to that competition. On the other 
8 hand, some place or other in this brief it refers to 
9 rising living standards in the world. We are going 
10 to have more demand for goods, and therefore we are 
1 going to have more opportunities. I am not looking 
12 at this myself in gloom; I think we have great 
13 opportunities. My reactions to the Canadian people, 
14 looking back over them in the days of my life, going 
15 back to the days before World war I, is that our 
16 people have been able to adapt tnemselves to changing 
17 conditions, and I have no doubt that they will be 
18 able to adapt themselves to this. But LU TLS. 4 
19 great time for us, an opportune time for us, and we 
20 are going to have to meet very greatly changed 
1 conditions in the world. 
ae 
23 7 
24 - 
25 
26 . 
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pet heed 


Now, sir, I would say that on Sunday 
evening I was looking at C.B.C.-TV -- may the Lord 
forgive me -- and although I am in a very gZood ood 
this “orning, I am not looking for any difficulties, 
put I would say this that I was looking at -- rather, 
my wife was looking at it, she runs the TV, she 
usually does, including everything else around the 
house -- and I was looking at it and I think it was -- 
if it wasn't in the program "Canadian Vision", 
then it was in something that was very close to 
that, ~ mean in point of time -- and I was listening 
to some of these people from the Asian countries 
and one of them mentioned something to this effect; 
he said, "Your goods from North America’ -- perhaps 
his reference was largely to Auerican goods, but it 
would apply to us -- "your goods fron North America 
used to be of top quality and utility; now we are 
finding that other countries are able to give us 
goods in our estimation whichwsuit our needs more 
and are made better.” 

Now, that is a rough summation of what he 
said, so I think it just bears out what I have said 
that we are living in a new word. 

Now, sir, in the matter of employment -- 


I know that in some ways “y renarks on this point 


are of a very general nature and you lay say perhaps 


are not so relevant here, put I say, sir, they are 
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1 
2 
ecause this inquiry is directed at secondary industry 
; d the development of industry in Canada, and there- 
: ore it applies generally. 
: Now, I would say this, sir, that our work 
ae in Ontario is about 2-3/4 million people. At 
t he present time the Ontario Governnent and its 
: ub*idiaries -- I hate to refer to Hydro as a 
9 


pubstatory, they don't like to be referred to in 


10 
hat way, but Hydro and our Water Resources 


ommission and our municipalities -- which I can 


ssure you do not like to be referred to as sub- 
idiaries either, so I use that term apologetically -- 
e employing directly and indirectly -- I don't 


mow whether that is the right expression, but we 


16 
se that expression S- about 310,000 workers. 
17 
Now, as a matter of fact I would say, 
18 
treo thisy that: IT “noticed the other day that there 
19 


as attributed to a gentleman a statement that there 
Should be a mass of public works. ‘ell, I can only 
say this, that a mass of public works in the end 

is only a palliative, they are not a cure; the cure 


is in basically better trade and better trade 


conditions and being able to manuiacture, expand 
and sell our goods on the markets of the world. 


I would say this, sir, that really what I 


think we need to do is to take a look at the world 
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1 
and take a massive look at ourselves, and f think 
therein would lie the key to the situation, rather 
4 


than indulging at a time such as this in massive 


5 
public works, Now, L-am not discounting the fact 


6 
that the public works are of very great value. 
I think it is a great way to use surplus labour, 


but nevertheless I think we should try to keep our 


labour surpluses at a minimum by expanding trade 
and business. 

Now, sir, with that I will turn to the 
second part of the brief which deals specifically 
with the autonotive industry, the car industry. 

Now, mient Dusay this, sir, fivet of. alk, 
and again part of what I say is in wy own words, 

Due 1 think most of it is implicit in what we in 

this brief say. First of all may I say this, sir, 
that in our country the motor car, that is, the 
vehicle that is driven by what, an internal com- 
bustion engine, is that it, is of absolute fundamental 
japortance, and that is more so when you look at our 
province, at Ontario. As a matter of fact, the 
railways in a very large area of Ontario have alaost 
ceased to do business. Very large communities in 
Ontario are serviced almost entirely by the motor 
car. In any event, I only look at my own community, 


which used to be a centre of railway transportation, 
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2| and where a thousand men were employed in Lindsay, 
3] and now it has just got down to a mere handful, 

4| and I also look at the railway services that 

5| extended across our country and see that it is all 

6|| done by motor car and trucking, and therefore the 

7|| motor vehicle is an absolute necessity; it is 

8| completely vital to the operation of our country. 

9 As a matter of fact, in one of the rail- 
10| way strikes here a few years ago, the main services 


11/| of Ontario were carried on without too «uch interruption 


12| and, as a matter of fact, by reason of a tremendous 
13| highway system and by reason of the fact. oL the 

14|| development of the trucking and the motor transport 
15] industry, including private cars, so that gives 

16|| you an idea of the inportance of it. 


17 Now, sir, with that backeround I want to 
18] say this; I have been critical of the motor car in- 
19] dustry; that is, the manufacturing industry. Some 


20|| people have said that I was unfairly so. re 


21/| I an unfair, well that can be straightened out, 
22|| bu. I still think that I was largely right in what 
23 I said. 

24 As a matter of fact, J _1otested 

25 vigorously at the tine in ‘“4ndsor, for instance, 
26|| when there was a great upsurge in manufacturing 


971 pack <- what would that be? -- In the 1953-1955 


28 || period. 
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Now, it would be in that someplace 
where workers were being brought from all over to 
rianufacture cars and to increase production, which 
it didn't seem to me we were going to be able 
to hold. If we were going to be able to, well 
then, that was going to be a surprise to me, and 
iso. statved thatat: that. time. I protested over 
the fact that the bringing of very large numbers 
of workers into Windsor was going to inean that we 
were going to have a high level of unemployment 
in that comunity and some other communities in 
Ontario, and I would say, sir, that that has come 
about. Now, not perhaps altogether from the 
reasons I gave that I envisage that, but the fact 
that it seemed to me that these large industries, 
which in fact are subsidiaries of American in- 
dustries, were engaging in competition and expansion 
which it didn't seem to me could be maintained. 
Now, the result; today in the city of Windsor 
we have around about 10,000 unemployed persons. 
Now, again I use that figure, but I can't vouch 
for the actual figure, but it is in that neighbour- 
hood; it may be more, but I doubt ifony Vaireny, 
less, and it is a very serious situation. 

Now, it seemed to ine back in that period 


of 1953 - 1955 when I spoke about 4t-at thet. tame 
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that it would have been far better if our in- 
dustries there were looking at the long term instead 
of the short-term. Now again, sir, I advance that 
as my point of view. 

Now, I would say this in connection with 


Jd 


the indispensability of she movor industry, and 
dealing with a procuct which is so vival to our 
country -- and I have said this before -- that 
1G seems.cto me, ang I will refer a Litvie more 


4 


soccsiies ly co this ina moment, thet..qcolour, 
chrome, upholstery, fins anc desieas here been 
ADO. <enie Gicle.as,.a woman's Oat > dreus. Now, 
jeosy thar ecain wich apologits, sir, bu> all women 
NOuLG admit... of caicse, thes they dake to be fickle 
in most thinzts, ana that is their business, but 
Chee COR os 2x... bhat.ds. uheme om Cay ~gedt 
ican ase, thas. cond. @cnerally =, end.dh, seens, 0 
me that we have gone in altogether too uch for 
style and fom things that are subject to change 
from year to yea>. 

As I. say, it is almost dike buying a 
new hat. 
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years as to whether we were not going mad in the 
matter of expenditures, which in the end end up in 
some boneyard or soie car disuantling lot, where 
you see the styles of three or four or five years 
ago burned up. 

Now, sir, how long 1 would wonder, and 
this is from the standpoint of economics and I 
harken back to my old Scottish origins, I wonder how 
long a nation could do that in a world where a lot 
of places they cannot afford things of that sort 
and they are knuckling down to business. How can 
we afford every year to come out with something 
new? 

Now, tititis nots; aah understand A550 
basic -- or, as I see it, -- so basic in the engine 
and in the machinery and the framcwork of the car, 
put it is in the things that don't mean anything. 
Now, as a matter of fact -- andl don't like to 
be unduly critical -- 1 would say this; that in 
this great new developmental country we have been 
reaching a stage where it is pretty difficult to 
take these great motor cars and drive thei off some 
of the paved highways that we havc. Certainly; 

I wovldn't want to take these cars partridge 
shooting, so you get one from the boneyard if you 


want to do that. I just mention these things. 
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A Tsay,’ sir, tnat I think it is a great time 
A to really take a new look at ourselves and see where 
: we are going and find out how tnuci: inoney we waste 
A or could have wasted on those things that are merely 
7 just things that you can throw aside and ultimately, 
5 perhaps, bonus the dealer to take these cars off 
; the road and put on new ones. esay thisean a 
1 world that is conpetitive and where we are going to 
_ make every dollar count. 
5 Now, sir, there is another point to which 
i Heawould Wike ‘touréfer,) Tb is not referred to in the 
An brief, but it is this; yesterday I was in the barber 
15 shop, and in a place like Lindsay the barber shops 
16 are very important places, and I will never 
"7 forget in my old home town Jef? Thorpe, of Stephen 
18 Leacock's hook, saying thas it was a great place 
19 to see what was going on and find out what is happening 
20 and so on, and I was in the barber shop yestercéey -- 
a1 primarily preparing to come to this august body 
22 here -- and one of my friends, a car dealer, came 
93 in and he stood there and he talxed to me, and I 
oA asked hin a lot of things of common interest. I 


asked hin how tusiness was, ana r2 said, sir, 


that it wasn't just as good as it has been. 
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: One thing led to another, and he asked 
F mesTOsarop intovhis office, which I-did eon “the oway 
out. 
5 
é Now, sir, I think this is about the situ- 
y ation. Mast car dealers have, say -- and I am not 
: going to mention what car this man was dealing in -- 
: Chrysler or Plymouth with a small car that comes 
in from the Old Country; Dodge and Chrysler with a 
4 small car; Chevrolet and Oldsunobile; Pontiac and 
o Buick; Ford and Monarch; and Meteor and Mercury. 
1 He told me this, that in his establishment in 
"i the lower price of those two -- and the ones that 
. I mentioned first are not necessarily the lower 
ie priced; I don't know which is the low priced, but 
e one of those is low priced -- in the lower priced 
- he told me, with respect to Canadian cars, 
‘o he had 17 different types of cars -- that is, 
20 17 different types of cars of Canadian manufacture -- 
- in the 6-cylinder class. 
Ss He told e that you could get an 8-cylinder 
93 engine for any one oi those models; that is, for 
a the car «sodel you wanted you eould get an 8-cylinder 


encine, and the 8-cylinder engines were three in 
nuiiber, say, 260 horsepower -- T cannot give you 
these figures exactly but I can perathen,-si79 -- 


280 horsepower and 380 horsepower. 
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Then, in that again there were three 
different options in transmissions that you could 
get. That is not all you could get. You could 
get those permutations and combinations with 
15 straight colours, and then 57 combinations 
of two-tone colours. 

Now, sir, that is in the low priced 
class. I will not bother with the other class 
because it is merely a repetition of that. 


I asked him: “ell, where do you make 


your money?" And the answer I received was: 
"Really, about 75 per cent of our business is 
in about three models or combinations, and the 
remaining 30 per cent is very largely in two. 
The rest of what is there is more or less a matter 
Ofmecnveniendce. Very many of then we do not 
sell or attempt to sell. It gets down to perhaps 
five or six in which we do our business. " 

Sir, I am not an economist, but I think 
we might ask ourselves: "who pays for that?" Is 
that reflected in the cost of cars here and abroad? 
I think it would be very well to just have a look 
at that. Surely, in an industry 1 1ich is so vital 
to our country -- vital to us not only from the stand- 
point of manufacturing and export trade, but so 


vital to the operation of our province because our 
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province of Ontario is a province on wheels. We 
have now a motor car for approximately every three 
persons in Ontario. Actually, you could put every- 
body in Ontario in a motor vehicle at the saine 
time, and none of them would be crowded. I think 
that is something that is worth looking ati 
The Ontario submission, in general terns 

deals with the penetration of motor vehicles in 

the Canadian market, and the effect on domestic 
production and employnent in the industry, and I 
have taken these figures from the submission. 
Imports of motor vehicles have increased from fawer 
than 58,000 in 1955 to nearly 166,000 in 1959, 
representing 13 per cent of the total Canadian 
production in 1955 and 45 per cent of the total 
Canadian production in 1959. The figures for 1960 
will undoubtedly be higher. 

As we point out, the entire increase is of 

European origin. Imports from Europe have risen 
from 23,000 in 1955 to more than 136,000 in 1959 

at a time when they represented 37 per eent of total 
Canadian production. In large part, owing to these 
imports Canadian production has CFeclingd from a 
peak of 481,000 in 1953 to 454,000 in 1955, and 
369,000 in 1959. Employment in the industry 
have fallen from 54,000 in 1953 to 42,000 last 


year, which is a decline of 12,000 or more than 
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2 
3 20 per cent. 
4 Now, I would say this, that we in Ontario 
5 have been building bigger and better highways, 
6 and in that regard we have been faced with this 
7 darficuilty ©--and-this) has been: referred to. before -- 
8 that cars have been getting wider and longer all 
9 the time. I would say that half or, perhaps, 
10 three-quarters of the garages in Ontario -- and 
ll Ian talking about private garages -- have been 
2 outmoded in Ontario by the increased size of 
13 motor vehicles, and all to no purpose except, as 
14 I say, more style, more colour and more chrome. 
15 Our highways are very expensive, and they have been 
16 built out of the pockets of our people and they 
7 are being outmoded because motor cars are contantly 
18 increasing in width. They have been increasing 
19 in width up to a point a year. or two ago when we 
20 discovered that the models of that year were an 
11 inch wider than the maximum set up by our statutes. 
22 I would say this, that in safety and 
3 utility and everything else these cars were not 
24 only outmoding our highways and causing us tremendous 
5 expense, but at the same tine were becoming very 
6 cumbersome. when I see my wife driving the 
97 car downtown I realize that it is about as big 
28 as a truck when trying to get it into a parking 
29 
30 
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place. From this you have the municipal problem 
in the streets of Ontario. 

I just mention some of these things for 
this reason; surely, our motor people -- and I 
would say that probably most of our designers 
are dictated to by the great country to the south 
of us -- have sinply not been meeting: the-require- 
ments of this country. I do not Imow whether that 
is really a true statement or not, but the popularity 
of the European vehicle in Canada is the result 
of (1) lower price; (2) economy of operation; 
(3) ease of handling in congested traffic. 

I just mention some of these things, 
and I say this: Why is it that these cars are 
coming here, and our people are buying thein? 
It is because this is a buyer's market and people 
want utility; they want these things that I have 
mentioned. An awful lot of people are vcgetting 
tired of buying a new hat every year in the form 
Or G@ Car. Those are the things we have to look 
at. The Canadian consumer preference is shifting 


to lighter, cheaper and more economical vehicle, 


while the American manufacturers and their designers 


have been moving -- I put this in because I hope 
the trend is reversing -- steadily towards, longer, 


wider and more expensive vehicles. I think those 


are sone of the things that are very fundamental to 
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this inquiry. 

L would, say this,.that 1 do not. think 
Jur problem in this industry, and, perhaps, our 
problem in other secondary industries, is something 
that is a matter of Government regulation. Some 
people might argue that we have too much Govern- 
ment regulation now. I always deny that, but some 
people do argue it. Perhaps that night be 
true. JI would say this, that I said a tnoment ago 
with respect to employment we had to take a massive 
look at ourselves, and I think the motor industry 
has to take a massive look at itself. The 
great increase in importations has been becausn 
the motor industry here has not only been pricing 
itself out of the market -- perhaps that is easy 
to say -- but it has also, certainly, been styling 
itself out of the market in this province. The 
mutor industry has, in many ways, sacrificed too 
much for the sake of appearance. It has, sacrified 
utility, which we desperately need in this province -- 
UCiLLIGy or use. Our people have not the money to 
throw down the drain on a new car every couple of 
years, and I think, sir, that this is one of the 
places where the North American raanufacturer had 
better take a good look at hinself. He should 


take a look to see what is needed to make the wheels 
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go round in these days when we are faced with all 


sorts of competition and, indeed, not a few dangers, 


from outside. 
That is all I have to say, sir, subject to 


muss you say: ‘Well, what would you do about 16?" 


That reminds me of an incident in my own life. I 


once listened to a man who had been a Member of 
Parliament out “lest in one of the Prairie provinces. 


He was not of imy party. He was talking about the 


banking system to a service club. He told all 


about the difficulties of banking, including how the 


manager gave you a glassy stare when you came in 


for a loan. I thought that this was one the 


ereatest speeches I had ever heard, but at that 
point he sat down and did not say anything more. 


IT do not want to be in exactly that position, 


and I think in what I say here I can talk from the 
motor 


erass roots level about people who are using 


and 


cars. They are the people I am interested in 


concerned about. T am interested in the farmers 


and people who live in the streets of our towns and 
cities, and those who ride some of our developmental 


roads and who tell me how bad they are and how 


That is what 


their cars cannot get over thei. 


I am saying principally here. Th, GALE apy Ler 


there are half a dozen proposals which aight be looked 


og tostdun <41ts ‘ten od eved T [fa ab det | 


TOE dwode 6b tery bluOW date tte nyse ang Gale 


i .82f1 mwo yr ak Ynebhoa? oe Ys’ oe abatney dat? ke 


| 'o todren & oved bart ode cee @ od benedebh sane 
-“sponbvoxg stehest 29 he ono at vest! suo tno Des 
ew Guats naiviae ep’ oA «Vdasd Yt to Jom naw sft 


fis Bisd st sGHiS aovi1os fp of hetTeye rubies 


. git wag wihufont .pattesd io éoidt don tité eas twos 
ai sean wey aete siete ‘yharts f HOG over wTeyeriar 
ate 35 sh Baw eld seat tdjuods Fc Apol ee Se 


dst da id. ued sve fect I esedoseqa Jascaens 


| 0700 Sakddyrs Yea adc. 68S Bas nkob Yee ed) Sntoq 
| motitcg Set VISE nb eo of Shay oy Bb T 
| wt HoTt Wied age T axe che EF telw os odntae’ Yobne 
ToJOL Wile oun  atlw oldesd Siade Level atsot Sapty 
bas wt botisoxserit ie 2 ividen eid bas yedT wetes 
ovarie) ony at tedeowsgat-ca I -.dvoda Dantsanoo 

bas anwot to Io évess8h edd at aver oitw-sigosa baa 

7 Les nsngoleveab Sve fo eres bis ow seod? bre .asisto 


— 


wot bee ote Yoel Bat Wot aor /Eise ‘odw ‘re steer 
_ 
: Jandw al gent srterid TSVO.79~ tonmss ties “stars 


Teli atdy a ede yflagloatsy sntvee ka ft 


an as 
a | s 


Retoor od tity slo titw eishoyony asacdh # ‘ttad ove stens | 


a 


J 
or wr) 


ie 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


e 
SS] 


TL 


- 126 - 


at in a general way. We do not want to come here 


and just be critical; we want to help. 
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I just take this out of what Mr. Gathercole 
gave to me this morning, and I will just read this 
for the reason that I do not want to come here and 
advocate one particular thing. These aren't my words, 
but I agree with them in the main, sir. 

The solutian to the automotive problem in 
particular and the manufacturing problem in general 
is not simple or easy. That goes without saying. 
Whatever measures are adopted should be applied 
across a broad front. 

Now, I say that as one of the four trading 
nations of the world Canada cannot afford to isolate 
herself behind a barrier of high import duties 
or embargos. Canada and Canadians will only be 
strong by exposing themselves to competition from 
abroad. 

In the past we have enjoyed a cost 
structure which was competitive with other major 
countries. It is almost universally accepted that 
this position of relative advantage has been 
accepted, and some industries have moved the other 
way. But, we are convinced that the main remedy you 
have rests in secondary industry of itself. Since it 
can't be expected to escape the import of change 

it must adjust itself. Where the loss of a market 
forces a shutdown in some operations industries must 


be alert to the development and expansion of others. 


In every country in the world the propensity 


he gritem ada at ads Atty sige’ aa 
ar meldory avisomodire ont .6t aottufon sit 

Eayeaeg nf meldorw sntewtoeienen edd bas telvohineq 
»Raiyee dvontiv exon dad? .. yess "6 slamia ten et 


bollogs af biioh? tetqobs ote eoupenom -esvedsdW 
-dnert beeid 2 seotog 
untbert «wot oH to one ae sedd yeo T .wou 

stefoel at ‘heotia tonnaa sens)-bftow ead % enolden 
esiteb troqmt daha ms wetersd 6 ‘bntred tested © 

be vino Ifiw enetbened bas Bsbene) .8onredma to 

| mot? Aolditoggon oO vovinemedy gaiteorxe yd anorte 
|  «bsorwds 


‘ 


Jeon & beyolns ever ow teeq edd AT / 


‘TOj6m weitto diiw eviti¢equos usw dotdw stutou de 

| edd betqecos yliesisvian teoemfe at FT esl ques 
nsed asd sustnavba ovigelsr to noltdtecq atid 

| teto ett &evon ove estvdaubal dmoe hae .badqesos 

| voy \yhomet vilen ont deft besaivnes ete sw te .. Yaw 

) 32 euiii ..Fiessi lo yttevinl yeabnoosa at steer ved 
aeeat To ‘aheem! ord symogs of betosqxs ed t'nges 

dosiram © ‘lc agol eid ovedW J Yfeedi tevtbs ‘aun of 

eum esingeaial enoltavedo emos ol nwebeucia 2 2eo107 

: J Bate to aelenagxe . bas tnamqolayeb. add ot -didis od 


‘“etlenegoty end Birow- ext “aE Witoweo -vreve aT 


- 


2a | 


_ 


-_ 


—- ow rr = 


2 


o 
; = 130 - 
ANGUS, STONEHOUSE & CO. LTD. 

TORONTO, ONTARIO 


e 
to consume is almost insatiable, There are 


voracious appetites for more goods and fair living 
standards. 

Although we realize there are difficulties 
progress can be made in meeting competition both at 
home and abroad. Now, I say that for this reason: 
In connection with import duties and quotas and 
Chines of that sort. IT would say this: 2 thinks 1613 
recognized that there is a place for those things, 
but that, in my judgment, isn't a cure. It may be 
you guide things along to those things which are 
just as easy, but I would say that this country, 
with its manufacturing potential, has got to live 
in the world. We have got to be able to help 
satisfy those voracious appetities mentioned here, 
with rising living standards in the world, which we 
hope will take place, where there is more 
opportunity to sell goods; and I don't think you 
can do that in the world, or I don't think the 
western world can do it satisfactorily by building up 
a great lot of barriers that prevent trade in the 
world. 

As a matter of fact, where we have been 
successful in these last two or three years or 50 
ish the fact that we have traded in the world. We 
have been trading in a market that is more favourable 
than today, but I would say, again, that I think it 


is very much a question of making ourselves 


competitive, of getting down to that point of efficiency, 
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recognizing this, that we cannot, for instance, 

here in Ontario make 11 billion dollars of manufactured 
goods and sell them and consume them ourselves. We 
consume a very large part of it ourselves, but we 

have got to do it somewhere else. 

Now, these are my thoughts in the matter, 
and I wish to thank Mr. Gathercole and those young 
people who have assisted in this and who would be very 
glad to discuss these matters with you. We would be 
very glad to try and give you any help and 
information that we have to dispose of. 

I would say this, that I am most anxious 
that the motor industry should build up employment and 
that we should get it on a good solid basis, which 
is a basis on which we are not now; and that is the 
purpose of this Commission -- the fact that we aren't. 

THE CHAIRMAN: Thank you very much, Mr. Frost. 

Having heard a lot from the automobile 
manufacturers, to whom I directed questions about the 
variety of models, it is interesting to hear the 
point: of ade woofice ts 

HON. MR. FROST: The barbershop? 

THE CHAIRMAN: ...of the users -- the 
barbershop. I don't want to get into an argument on 
this, but it does seem to me that the imported cars 
are selling the city and that it is our farmer friends 
who are buying the big American cars. 


HON. MR. FROST: I was up in my own north 


country the other day -- and when I say “my own north 
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1 country’ I mean the northern part of Victoria and 

2 Haliburton, which is a very wonderful place; I say 

3 that to these people who are looking for the outdoor 
4 life; it is a great place -- and the man who guides 
5 me a good deal -- I was very interested in the fact 


6 that he had a small car. I asked him why, and the 


7 reason he gave is that he was ‘a half-farmer living 


8 in the bush. ' 


9 THE CHAIRMAN: Also, I should say that while 
10 I have received from some half a dozen private 

11 eitizens, confidentially, copies of a particular 

12 book, I am somewhat surprised that I have not been 
13 presenved with it in the Ontario Drief. “Ll refer 


14 to the book 'The Insolent Chariots. 


15 HON. MR. FROST: We might do that. 

16 THE CHAIRMAN: I have got enought 

17 Now, I wonder if I could ask you one or 
18 two questions. What I am interested in is your 
19 political flair, not your economic knowledge --= 


20 although I know it isn't as small as you pretend. 
Da) I have been exploring with the Canadian producers 


22 the possbilities of reduction of cost rather than 


2 increase in price, and one of these explorations 

24 leads into the possibility of greater integration with 
25 the American -- the U.S. -- ecoromy. That raises, 

26 on the one hand, economic problems, and those I 

27 shall explore further with manufacturers and 

28 economists. It also raises problems of a political 

29 
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nature, and there are some, at any rate, who would 


1 
5 be worried about the increasing political dependence 
p involved in any such arrangement. 
i Perhaps it is unfair to ask you to give 
: a considered view in connection with this, but I wonder 
whether yourinstinctive reaction to this would be 
7 one of encouragement or of worry? 
3 HON. MR. FroST: You mean that in manner 
9 of design and parts anc all those things that we 
10 would be more dependent on the United States? We 
i would be trying to make some arrangement by which 
12 our parts manufacvurers in patt%icular had access to 
13 the American market so that the present low-volume 
14 preduction could be put on to a high-volume basis; 
15 and, Lherefore, costs in real efficiency :-- that is, 
16 the sort of efficiency that isn't entirely under our 
7 control -- would be greatly increased? 
18 Well, vernaps I can answer your question in 
19 a pretty general sort of way. Rirst of aki. 2 
20 think you can go to all serts of extremes in talking 
a1 about the effect of certain relations with the 
2 States. For instance, on Canadian independence, 
93 myself I have never been too much afraid of that, 
A subject to certain things. 
25 I do have a few thoughts about the American 
6 people and the American way of doing things, and I 
97 might voice a number of those things again here. 
28 I think the United States has been thoughtless of 
29 this country, and I think that the United States has 
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been thoughtless of other countries. If I might 
just make this interjection, from the American 
standpoint I think, myself, that is part of their 
difficulty over there. I don't suppose Mr. Kennedy 
or Mr. Nixon would hold this point of view, but I think 
hat is true. I think they have been thoughtless of 
other people and other races. I think that they have 
come in here with subsidiaries and haven't taken 
part in the community and other life of the 
provinces. 

I think there are a lot of queries that 
can be directed, but in the end, when you get down 
to it, here we are in Canada with a great long 
borderline, with 175 million people across that 
line and about 18 million people here. Some of our 
capital, you will find, is coming from the States. 
After all, the United States in its formative years 
SOL ive Capival trom the Ulh. and™overseas, “the only 
difference being -- and it is an important point -- 
that they had about 3,000 miles of ocean between them. 
We have only got an imaginary line -- that is, I 
should like to say that it is an imaginary line. 
We have got the line between us. There are a lot 
of things that Canada is going to have to meet that 
the United States didn't have t~> meet, or that 
Australia didn't have to meet. 

I think, sir, that it is a sensible line 


you mention, to recognize the fact that our parts deale 
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have a place in the sun and are not just to be 
pushed around by some organization over in the 
pUaveS. -L’am @ll°ror ity -and/I think ‘our people 
HOU Sbe+all for- it. 

AS a matter of fact, of course, we have got 
to live with our'cousins' across the line. We have 
got to live together as partners and in partnership, 
and, inevitably, we are going to be partners; but I 
don't think there is anything wrong in what you 
Suggest, and I would say this, that,partswise, I 
think there are a lot of things that may be manufactured, 
and I think it is part of the good neighbour 
policy with our friends across the line that we 
Should do that. It may be, for instance, that cars -- 
Mr. Gathercole was mentioning this to me this 
morning -- they might be manufactured in this 
country; but, I mean, I think that is so. I would 
say that I wouldn't be afraid to make a decent 
neighbourly deal. 

THE CHAIRMAN: Could I ask you this question -- 
and I am still relying on your political sense: 

From all sides comes a plea that the excise tax be 
withdrawn. This, of course, involves a problem of 
the federal government which, as you know, has not... 

HON. MR. FROST: I am trying to assert 
that they have a lot of our revenue. 

THE CHAIRMAN: If we are to try to persuade 


them to give up this $40 million to $50 million it has 
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ANGUS, STONEHOUSE & Co. LTD. wee 7 
to be admitted as an improper tax. I take it that 
that view, as it affects automobiles, would lead also 
to the view that that particular tax on other 
commodities was an unreasonable imposition. 

HON. MR. FROST: That certainly is a leading 
question. First of all, may I say this, that my 
position on this at the present time is that I am 
engaged in very delicate negotiations with the 
federal government -- sometimes not so delicate -- 
in relation to the fact that I think they are using 


a jlot_.of taxes which properly belong to the provinces -- 


and I use the plural. 
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Now, you will understand this, that it is 
delicate for me to answer questions relating to the 
federal government reducing taxes. They will 
properly say: ‘Mr. Frost, you come to us and you 
ask back your taxing powers, and at the same time you 
ask us to do Something else." Now, that conference 
meets tomorrow, and I dont want to put myself ina 
delicate position there. But I would say this, that 
if we had our own taxing powers which are ours, and 
which we assert are ours, we would do our best with 
them to stimulate business and industry. May I put it 
that way, for one thing. Now, the secomMthing is 
that as regards the matter of the excise tax of 
15 per cent and which was reduced to 7s per cents Gh 
think all of these federal policies -- and I use 
that term respectfully; I am suspicious of all 
statesmen, I am in favour of politicians myself -- 

I think they have all made statements on that, and 
perhaps you had better read their speeches on it. 

THE CHAIRMAN: Now, I am getting beyond the 
Poliviceas, sir, but Tithing 1G is/very much in your 
field, because the Province of Ontario has a very 
good record in terms of promotion and industral 
research. I have been trying to explore ways in which 
more research, more engineering »%e done in this 
industry in Canada. I am concerned not only with 
the belief that we might come up with improvements 


which would take us into world markets but also with 
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the view that it is keeping scientists and engineers 
in our own country. What I am looking for is the 

kind of inducementsthat can be offered. There is no 
use saying you must do research; such research would 
be badly done. Have you any thoughts on how we 
encourage Canadians, secondary industry generally, 
the automotive industry particularly, to do more 
fundamental research? 

HON. MR. FROST: Well, on the general 
question you ask, I am all for it, of course, Again 
there is the question as to how you compete against 
American organization and American salaries and 
that sort of thing. I recognig this is a very 
great problem. 

Now, we do mention in this brief that 
matter. We think it is of very high importance. 

In research very probably lies the key or very much 
of the key to the future of the world in which we 
live. Now, I would say, sir, that we have to look 
at this thing from a pretty broad standpoint. As 

a university man you would agree with that. I 
would say that what we have recognized is that it is 
a very real problem, and the solution of it is the 
freedom given to us. We have in the last dozen 
years now extended, as you know, our universities 
from three to a dozen. As a matter of fact, it 
will exeeed that. Some of the new universities -- 
take, for instance, Waterloo University which is 


majoring in engineering. We are broadening the 
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4] Place where we can reap the crop from them. 

2 I would say that linking up the work of our 

3] universities with industry therein is the place you 
4| want the answer. 

. Now, aS a matter of fact, I think Canadian 


6 industry hasn't been altogether backward. I am 


7 unable to give you the figures myself; perhaps the 
8 Department of Economics can give you the figures 

9 as to the extent of research in this country. We 
10| have our Ontario Research Foundation, as you know. 
11 I think myself that it could be very greatly 

12 broadened. I have some ideas being advanced now, 


13] persons connected with industry in that. It might 


14| be that therein would lie part of thekey to tie up 
15 the work of our universities with industry. 

16 Now, sir, again, as I say, our approach 
17 here to that great problem has been a very broad 


18 one. When you get into the refinements of it, 


19 the refinements of it would be subject to a lot of 
20 questioning on the part of industry and on the 

1 part of universities and on the part of scientists 
22 themselves. What we are doing, sir, is this: We 
23 have broadened our opportunities immeasurably in 


24 the university field; we are having a look at our 


25 Research Foundation, because I think perhaps many 


26 things we are doing there, our scheme of things, 


27 are outmoded. 


Now, as to other things I can only say this, 


29 
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that when you get down to whether there should be a 
Cexvainarescearchn of facilities, for instance, in 
some motor company or some other secondary industry, 
Doatessbecaime CUSStLON, sir, is very difficult for 
me to answer. I would say that I think it has 
to come about by an evolution in thinking and 
experience. 

MR. GATHERCOLE: Particularly on the part 
of American people. | 

HON. MR. FROST: You mean to say that the 
American people want to do all the thinking for 
us? They put out all the fins and the chrome for 
our cars, and we would like to do a little thinking 
for ourselves. is that yourspoint? 

MR. GATHERCOLE: Yes. 

HONS MRP ROsT: [ am in favour of that. 

THE CHAIRMAN: One last question. I think 
it should be directed to Mr. Gathercole; it is a 
rather technical one. One interesting problem raised 
by the brief of the province, which I don't think 
has been raised in other briefs, is this problem of 
the difficulty of the parts manufacturers in relation 
to the release, the relationship of the parts 
manufacturer to the automobile manufacturer in his 
difficulties of getting @ release early enough and of 
being kept from the length of run I take it he 
might have expected by the parcelling out of the 


order. I don't quite undersand it myself. 
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1 MR. GATHERCOLE: Mr. Chairman, the 

2] representations were made to us by the automotive 

3] parts industry that this was one of their difficulties, 
4 and it seemed to us to represent, if it existed (and 

5|| we believe it does) one of the problems. They don't 


6] Seem to have a clear idea where to go in relation to 


7 production, and they have to feel their way in 
8| being given a given auantity to manufacture and 
9| proceed with that. In other words, they are subject 
10| to the number of vehicles that can be sold, and they 


11/ may be able to reduce their unit costs by reason 


12| of having a larger order than the initial order 


13 called for. 
14 : ‘HON. MR. FROST: I would say that this arose 
15| from the fact that the parts came to us. Now, I 


16|| hope they are coming to you. 


17 THE CHAIRMAN: They are coming here. 


18 What I wondered was whether you had, as a 


19] result of investigating this, any thoughts on 

20] action that should be taken. 

21 MR. GATHERCOLE: No; we recognize that it is 
22| Quite a difficult problem. You can understand that 
23|| the vehicle manufacturers themselves are not certain 


24| of the number of units they can produce during the 


25 season. 
26 THE CHAIRMAN: I think that is all, sir. 


27 T shall recess until 11 o'clock, at which time 


28 Studebaker Packard will present their submission. 
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so AEE pe 

THE CHAIRMAN: Mr. Grundy of Studebaker- 

ackard. 
SUBMISSION OF 
STUDEBAKER-PACKARD OF CANADA, LTD. 
PRESENT: 
Gordon E. Grundy 
MR. GRUNDY: Well, Mr. Commissioner, the 


other automobile «anufacturers and the Prime Minister 
have really left me very little to say, but Ll. do 
appreciate this opportunity to give you Studebaker- 
Packard's views, and I think first of all you 

should know that this year we are celebrating the 
50th anniversary of the commencement of our manu- 
facturing operations in Canada, and we are looking 
forward, I feel, with confidence to the next fifty 
years. 


We are proud of our contribution to 


Canada's economy over those years. In the last 


12 years alone we have paid out in salaries and 
wages to our employees souule $35 million and, of 


course, many, many “ore millions in the form of 


materials purchased by us in Canada. 
Now, with reference to those people who 


discussed the sales and excise tax, we have remitted 


to the federal Government in the last 12 years close 


to’ 3/7 miition. 
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mr Se ee 


Now, IL don't propose to touch on all of the 
points which we have made ;in our brief, but I would 
like to highlight just a few of then. We have 
covered in some detail in our presentation to you 
the seriousness of what we consider unfair com- 
petition from British and European inports. The 
price advantage enjoyed by those imports, although 
reduced to some extent by the action recently 
taken by the Government, is still substantial. 

The present situation, with inport 
competition concentrated in the field of the Little 
or small car, is serious enough, but what is really 
frightening is the possibility that vaanurfacturers, 
particularly those based in or who may ove to the 
United Kingdom with duty-free privileges, will take 
advantage of Canada's open door policy to turn their 
talents and huge production resources to the manu- 
facturer of North American-type cars. Such a 
move, coupled with no change in Canada's present 
policy, could well mean virtually the complete 
elimination of Canada's automobile manufacturing 


industry in time. 


We appreciate that the Government cannot be 


expected to solve and correct all our problems. We 
realize that there is a very considerable respon- 
don the 


‘g4ibility resting on industry, on labour an 
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a ee 
1 
2 
DUDDLC. 
3 
For our part, apropos of the Prime Minister's 

‘ renarks this morning, we at Studebaker recongized 

: some three or four years ago that there was a growing 
: demand for the smaller, more economical-type car. 

; We therefore engineered and introduced our Lark, 

3 the first compact car to be produced in Canada. 

: Our object was to produce a functional car; to 

i retain the interior roominess, quality and comfort 
r of the larger car, and at the same tine to achieve 
the economy of operation and ease of handling 

i found in the smaller car. To this we added 

= permanence of design in order to avoid the cost 

a of unnecessary obsolescence and depreciation. 

si 'Yhile sales increased and we have enjoyed sone 

24 success, it is not nearly to the extent we should 

a have. Although we had priced the car realistically, 
. our prices were still too far above the bargain 

= prices which the imports were and are being sold. 

s For our part, we have always maintained 

a the lowest possible prices in this highly competitive 
. aarket and we have done our utmost to keep the costs 
‘% of material and labour in line. By the develop- 
‘ ment of new techniques, we have kept productivity 
. at a reasonably good level, and we will continue 
: to do everything we can to operate our business as 
28 
29 
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a PE ye 


2 efficiently and as econonically as possible and give 


3 the public the best possible product at the lowest 


possible price. 


5 At the same time, the public must recognize 
6 that if it wants a high standard of living, it must 
7 be prepared to support its own manufacturing 


8 industries. It seens a paradox for Canadians to 


9 insist on the one hand on a high level of income, 
10 and yet on the other hand to have the privilege 
11 of buying at low prices, the products of high 


12 volume-low wage countries. Inevitably the Canadian 


= industries producing similar products will disappear 
_ as will the jobs of thousands. There is no 

se evidence that our economy could absorb those weskers 
? profitably. They, no doubt, would add to the 
already serious number of unemployed, and lower 


a8 our overall standard of living. We feel, too, 


. that labour must adopt a more understanding and 
- co-operative attitude with regard to the attainnent 
o of greater productivity by the workers, and the 
a acceptance of wage rates and benefits at levels 


which are in keeping with our econony. 


os We agree with the recommendations referred 
= to in the brief subaitted on ber .1f of the industry 


a6 by the Canadian Automobile Chamber of Commerce, and 


e that is with respect to the removal of the Federal 
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= Te 


Excise Tax and the elimination of certain anomolies 
or inequities as between domestic and imported cars 
which exists in our tax structure. Liwiin not 

go into any detail on those points; I think we are 
all familiar with then. The Governnent has already 
taken steps to correct the value on which duty and 
taxes are calculated and this, of course, will be 

of help, but it is by no means the full answer. 

We feel very strongly that the Government 
should take immediate steps to induce and at the 
same time to make it as attractive as possible for 
foreign automobile manufacturers to set up operations 
in Canada. We hesitate to suggest whether this 
be done by tariff changes, quotas, or by other 
methods currently in use by many other countries 
in the world in their efforts to support their 
secondary industries. The methods to be used vill 
require very careful study. In any event, Studebaker, 
with its relatively low volume, can operate success- 
fully in Canada in competition with the Big Three, 
then certainly it should be possible for other manu- 
facturers with as large or larger volumes to set up 
economical operations in Canada. We would welcome 
that kind of competition, sir, wrtch would mean more 
employment in Canada and a stronger Canadian auto- 


motive industry. 
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THE CHAIRMAN: Thank you very iuch, Mr. 
Grundy. I would like to ask a few questions, and 
these will follow to some extent the line of 
questioning yesterday. I was interested to read 
on page 3 of your brief that in buying parts you 
enjoy much the same pricing from the Canadian 
suppliers as do the big three unless special tooling 
is required. I suppose what you are explaining there 
is that though your asseubly operation is small 
your costs depend on the size of the industry as 
a whole in Canada? 

MR. GRUNDY: Yes, I do not think we suffer 
too great a disadvantage as a result of our size. 
That is evident in our pricing policy where we 
are able to price our product competitively with 
other manufacturers. We preserve the sane -- in 
fact, sometimes we have a little bit of an edge on 
them as compared to the set-up, say, in the United 
States. 

THE CHAIRMAN: And your your run is very 
small? 

MR. GRUNDY: It is, indeed. 

THE CHAIRMAN: And most of the tine I an 
being told about the disadvantagee of low volune and 
the high costs inposed thereby. Does this wean 
the wool is being pulled over iy eyes, or have you 


a trick we have not yet discovered? 
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MR. GRUNDY: We are at the same time 
flexible. We are not burdened with creat overhead. 
We are able to move quickly. We enjoy much the 
Same advantages as they do in buying. We enjoy the 
mass buying ability of our parent company in so 
far as those parts that we must procure in the United 
states is concerned. In so far as chose parts 
made in Canada are concerned, in many cases they 
are Sinilar to the parts bought by the larger manu- 
facturers. 

in’ so tar as our factory operation is 
concerned, although we have not’) as inuch automation 
as the larger companies have, I feel that our 
productivity is high, and I do not think the 
Canadian content of our cars is very much different 
from that of the big three. 

THE CHAIRMAN: If we succeeded in your 
policy of bringing the other foreign producers into 
Canada do you think this would do anything to costs? 

MR. GRUNDY: I think it would have the 
effect of lowering all of our costs. 

THE CHAIRMAN: The things that you buy? 

MR. GRUNDY: Definitely. I think, asl 
said, it would be a great help. It would make a 
stronger Canadian automobile industry. 


THE CHAIRMAN: And it is more important 
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than the fragmentation of the market, which sone of 
us worry about when we see -- 

MR. GRUNDY: There will be those that 
fall by the wayside. I do not think they would all 
survive, but the stronger -- 

THE CHATRMAN: Having got fraguentation 
you then discard some of the fraguents? 

MR. GRUNDY: That is right 

THE CHAIRMAN: Having in ind this buying, 
one of our probleus is to see how far the great 
variety of design and requirements not only 
within each company but as between the five, in 
itself fragments the market for the parts producer. 
Is there sone deliberate standardization or some 
deliberate use by you of design which is related 
to the design of the bigger buyers that enables 
you to buy as well as you do, or is this just -- 

MR. GRUNDY: No, because ost of the parts 
procurable in Canada are those of a mechanical 
nature, quite apart frou the exterior appearance 
or the car. Certainly, we effect savings by retaining 
that exterior, as I have pointed out, over two, 
three or four years, but the parts I think you 
are referring to are those whic.. are sore or less 


comion to others -- parts such as batteries, tires, 


axles, wheels and what have you. 
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1 THE CHAIRMAN: And you are able to buy 
4 these cheaply because they are produced in a large 


3 quantity for you and the rest of the industry? 


4 MRS UGRUNDY <. rhat se riche. 

5 THE CHAIRMAN: We have talked about value 
6 for duty. You have indicated this has sade some 

7 iaprovement. As I read the Globe and Mail this 

8 morning I see that the press is changing its views 
9 as to how much difference this makes. You still 

10 do not think this has made enough? 

11 MR. GRUNDY: Well, probably I should 

12 not have commented 8sQ much on it. 

13 THE CHAIRMAN: I want you to. 

14 MR. GRUNDY: Not being an importer and 

15 not having access to their records and pricing 


16 policies I really -- 


iW; THE CHAIRMAN: That is not the point I 

18 haverin sind: You Havesthe Larks <whatidatvheeprice 
19 of the biggest Lark? 

20 MR. GRUNDY: I think we announced a 

21 suggested factory retail price delivered at Hanilton 
Pd of $2,332 the other day on our 1961 line. 

23 THE CHAIRMAN: ‘ould you be prepared 

24 to suggest which odel of iaported cars, or which 

25 two or three 1odels, were the severest nodel 

26 competitors? 

(27 MR. GRUNDY: No, I do not think I would be 
28 
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ANGUS, STONEHOUSE & CO, LTD. 
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prepared to answer that. Quite honestly, I do not 
think I could give you a proper answer to that. 

THE CHAIRMAN: Let us put it in another 
way. This may be a little unfair, but surely the 
success of the Lark, in relation to the problen you 
have presented to us, and the difference between it 
and the imported cars that have been bought, is 
significant? 

MR. GRUNDY: Yes. 

THE CHAIRMAN: And of the imported cars 
$1,900 would be the figure of the sort of the price 
at which the conpetitive car could be bought? 

MR. GRUNDY: I think if you analyze the 
imported car market you will find that a very, 
very high percentage of the market is in the lower 
priced cars, such as the Vauxhalls, the Volkswagens 
and the Renaults, and what have you, which are all 
in the $1,600 or $1,700 area. The number of the 
more expensive cars such as the Rolls-Royce -- 

THE CHAIRMAN: We are not talking about 
the Rolls-Royce; we are talking about Victor Supers. 

MR. GRUNDY: Yes, the luxury line. They 
are adnittedly such closer to ourselves price-wise, 
but there is very little volume, I think. I think 
if you analyze it you will find there is not very 
much competition from that area. The competition 


is concentrated in the area of the still lower priced 
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THE CHAIRMAN: Well, 40 per cent of the 
English imports are from Vauxhall. 

MR. GRUNDY: Yes. I compared our Lark 
with the Vauxhall Victor Super. That is the 
bottom of their line, but it is their big seller, 
and there is a difference of $654 in price. 

THE CHAIRMAN: There was? 

MR. GRUNDY: Yes. I do not know what it 
is now. 

THE CHAIRMAN: What I am asking you is 
what narrowing of that seems to you to be necessary 
in order that you may, in the phrase of yesterday, 
begin to smile all the time? I notice you smile 
quite .a.lot. 

MR. GRUNDY: That is something I would 
have to study pretty closely. I think all I 
can say is that probably substantially more than 
would already be indicated by this change in the 
valuation for duty. 

THE CHAIRMAN: Could it be done by pricing 
or by a quota? 

MR. GRUNDY: That is going to take a lot 
of study. I would not want to see cars shut out 
Of .a quote: basis., What. I would Like to see is 
those cars produced and uanufa tured under a 
Similar set-up and similar conditions as we 


are faced with. It will then be fair competition, 
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2 
3 and whatever price results from that I will not 
4 worry about. I will not say another word. 
5 THE CHAIRMAN: But you have not any idea 
6 as to how much more they will have to get -- how 
7 much the price will have to be put up in general 
8 so that they would be induced to enter? 
9 MR. GRUNDY: I will give some serious 
10 thought to that. I an not prepared to give you an 
11 answer across the table at the moment, but I 
12 will certainly try to get that to you. 
13 THE CHAIRMAN: Have you thought at all 
14 about any of these schenes of integration with the 
15 Anerican States? 
16 MR. GRUNDY: I think they are most in- 
17 triguing. I an by no means satisfied with our 
18 present set-up, and probably in exploring this 
19 integration field we will find means, at least, 
20 of improving what we have now. 
21 THE CHAIRMAN: Are there things that 
Paps you can do at present in order to supply the Studebaker 
23 plant in the United States -- 
MR. GRUNDY: I am sure there ust be. We 
have supplied our parent company in the past in 


tines of strikes and shortages on the other side 
quite successfully, and at costs not too much out 


of the way. Of course, there is an import duty 
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imposed by the United States on these things, and 
one of the big troubles we are faced with there is 
the United States' own valuation for duty. It 

hase been a very, very difficult and complex thine 
to do. 

THE CHAIRMAN: And not always as generous 
as ours was to England. We have to offer a quid 
pro quo, and free entry of the Studebaker-Packard 
models that you do not assemble here, or that 
you would not then assemble here. Would this 
seem to be an attractive quid? 

MR. GRUNDY: I do not go into ecstasies 
ae Mineathnougnt. “As I say, I think there are 
distinct possibilities. 

THE CHAIRMAN: How many types of car 
does your company sell in Canada as compared with 
the number it manufactures? 

MR. GRUNDY: We only sell one additional 
model, and that is a soft top convertible. That 
is the only car we inport fron the United States, 
and that is a very, very low volune car. We do 
import from our parent company the full line of 
trucks, and I hope one of these days to be able 
to develop enough volume in order to be able to get 


into it here. 


THE CHAIRMAN: How many t1odels do you make 
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in Canada, then? 

MR. GRUNDY: Five basic body styles, 
and then if you multiply that by the engines it comes 
to 14, If you take the engines, and the 
standard and delux versions, I think our full 
line is 14, That is the irreducible ininimum. 

THE CHAIRMAN: Supposing you are able to 
concentrate on a narrower line here because you 
were able to ship in the others free of duty -- 

MR. GRUNDY: It would be a great help in 
regard to material handling within the plant. Our 
plant would become more efficient, certainly, and 
we would be in a better position to buy some parts, 
but not too many. The saving would not be as 
substantial as you ‘wight think. 

THE CHAIRMAN: I asked yesterday one or 
two questions about the volune that makes a manu- 
facturer smile. You have enough volume already, 
have you? 

MR. GRUNDY: By no eans. We could keep -- 

THE CHAIRMAN: What is the volume, do you 
think, that makes an individual operation viable? 

MR. GRUNDY: It will vary with every 
operation. We lmow what our break-even point is -- 
the point where it no longer becoues worth while 


manufacturing in Canada. 
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THE CHAIRMAN: But you are beyond that? 

MR. GRUNDY: We are a little bit beyond 
that. 

THE CHAIRMAN: So quite a small volume 
is feasible? 

MR. GRUNDY: Oh, absolutely. It depends 
entirely, of course, on the tariff structure, 
content requirements, and every other thing. 

THE CHAIRMAN: When we get to content 
requirements and the tariff structure, is the tariff 
on parts a burden to you? 

MR. GRUNDY: It is in some respects, 
particularly on those parts where because of very 
low volume we just cannot buy thea in Canada. We 
cannot get a vendor to tool up and produce then 
at very low volume, but then, we still Melia ce My 
difficult to get a "nade in Canada" ruling; that is, 
we are assessed duty on the part whether or not 
it is obtainable in Canada, and we wind up paying, 
probably, quite a high premiua. 

THE CHAIRMAN: These are the parts in what 


4s referred to as the "basket" items? 


MR. GRUNDY: You are ahead of we there. 


TH CHAIRMAN: I aa not sure that I an. 
This tariff business is not an easy one to get 


straight. The content provision in your volume 
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1 
2 is 40 per cent? 
3 MR. GRUNDY: Yes. It depends on the model, 
4 and, of course, as has been explained to you before, 
5 whether or not a particular model has an automatic 
6 transmission in it, and that sort of thing, but on 
7 our standard cars we obtain very iuch more than 40 
8 per cent. We are, in fact, in some cases closer 
9 to 60 per cent. 
10 TEE CHAIRMAN: So you do not think in 
11 attracting and starting low volume producers there 
12 is any need to go below the 40 per cent? 
13 MR. GRUNDY: Wait a minute, I think I 


14 should give sone thought to that because it may be -- 


15 as I said before, it should be made as attractive 
16 as possible for these manufacturers to set up 

17 operations in Canada, and it may be that during 

18 the initial stages you may want to strike a some- 
19 what lower content. 

20 THE CHAIRMAN: Maybe set a period during 
21 which the 40 per cent must be reached rather than 
22 gearing the percentage to the volune or production? 
a MR. GRUNDY: Yes, I think that is 

24 covered by what I said. The whole matter is so 

25 complex that it requires a lot of study. 

Ay THE CHAIRMAN: I am not quite sure where 
27 this fits into your brief, but it ust have been 
28 

29 
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: suggested by something I read; has the dollar 

2 premium, been a nuisance to you? 

: MR. GRUNDY: No, LI do not think it has been 
+ too important one way or another. 

2 THE CHAIRMAN: It helps your import con- 

. petitors. Iwas wondering whether it made a difficulty 
a for you in the import of your parts whether it is 

° an extra burden that tries you. 

2 MR. GRUNDY: No. We do not protect our 
40 position by buying futures, or anything of that 

ee nature, and it bothers us only to the extent that 

i there may be violent fluctuations in the exchange 

iY rate which we have not anticipated in our costing 

a and pricing. That is where we experience difficulty. 
- THE CHAIRMAN: Mr. Grundy, I think that 

ie is all I want to ask you. I may, as you know, 

Ay want to talk more and get wore understanding, 

ie and I do want to go and visit your plant. 

: MR. GRUNDY: We would like you to see it, 
i sir. We will be at your service. 
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SUBMISSION OF 
AMERICAN MOTORS (CANADA) LIMITED 


PRESENT: 


Earl K. Brownridge - Vice President and 
General Manager. 

MR. BROWNRIDGE: Mr. Coumissioner and 
ladies and gentlemen, the American Motors (Canada) 
Linited position is stated generally in our brief 
filed with the Commission. 

I would like only to introduce it with 
some linited prefatcry renarks, and to answer any 
questions I can. 

Our feeling is that the United States and 
Canada - and all of the nations of the free world - 
should profoundly examine the interests they have 
in common, and that they should undertake to find 
the soundest eans of laying a foundation for the 
kind of world trade relations that will permit all 
countries to enjoy maximum economic growth. 

Ultinately, we believe, the only real 
avenue for this is the open approach to world trade. 
Realistically, however, it must be recognized that 
we Canadians will succeed in our long-range objectives 
only if we have the internal strencth as well as the 
desire to do so. 

This is why, in our brief, we have suggested 


consideration of both the short and the long range. 
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1 
Both approaches contemplate the utmost consideration 
: for the economic growth of all nations. The former 
P is "protectionist" in the conventional sense; the 
; latter is "protectionist" also, but in a broader 
? sense of encouraging mutual growth by wedding co- 
7 operative effort with competitive effort. 
3 Canada has a problem that requires 
9 immediate action, and we have suggested possible 
10 iimaediate solutions for study. We have limited our- 
"WW selves to the autonotive area, since we felt that 
a was what was asked of us, but we do not want this 
1B limitation to imply special consideration alone for 
"i the automobile industry. 


Although an expedient is needed, we cannot 
see that our suggestions for innediate action offer 
more than an expedient. A fundamental part of 
the Canadian problem is the relatively small size 
of the market, which does not permit taking full ad- 
vantage of the econouies of mass production. Any 
long-range solution ust take this fact into 
account. 

Looking to the future, we feel that the day 
has passed when any nation can wor!c independent of 
its neighbours. Economic nationalism will become 
as suicidal in the future as cervile acquiescence 
to external economic power might be today. 


Canada's position, as we see it, is that 
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2 there are at present 30 per cent, or approxinately 

3 130,000 British and European cars imported into 

: Canada annually. Of this figure, 80 per cent, or 

5 104,000 units, are being imported by four different 

6 companies, two of which companies have no aanufacturing 
7 facilities in Canada. 

8 We believe that it should be accepted that 
9 secondary manufacturing is necessary to the growth 

10 of Canada. We believe that this should be 

i1 recognized by industry as it has been by the 


12 Government. 
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We believe that every nation in the free 
world should have an opportunity to do business in 
Canada, but we also believe that when their 
sales in Canada approach a point of economical manu- 
facture that these coupanies should step up to their 
responsibilities to Canada and comnence Canadian 
manufacture. 

In 1958, when it became apparent that the 
compact Rambler concept was assured of wmajor success 
in the automobile business, we took steps to re- 
activate Canadian manufacture. 

American Motors (Canada) Limited is con- 
structing one of the world's saost modern automobile 
plants, near Brampton, Ontario. The 250,000 
square feet plant will be completed by the end of 

1960. Assembly of Rambler cars there is expected 
to be@in early in 1961. Approximately 500 persons 
will be euployed when full production is reached. 

The new facility will be capable of turning 
out 16,000 units a year. Plans for 1961 call for the 
production in Canada of 10,000 cars and the Liaport 
fron the Anerican Motors plant in Kenosha, 


Wisconsin, of an additional 6,000 units. The 


following year will see a further decrease in these 


import figures. 
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3] manufacturing in Canada will be best for the Canadian 
4! economy and best for us in the long run. 

5 In the light of contrary conditions that 

6| now exist, it appears there is a definite need for 

7| the Government to take action in the interests of 


8] Canada's econonic future. 


9 The fact is that while we do have an auto- 


10| mobile industry in Canada, and parts manufacturing 
11| companies to service that industry, all are on a de- 
12] clining rate of employnent. 

13 Our expectation is that theGovernnent is 
14 now in such a position that it will take action to 


15] protect the Canadian industry. 


16 Our suggestions may be sumed up in the 
17 following manner: 

18 (a) Eliminate the concept of British 

19 Coumonwealth content and substitute 

20 Canadian content in the deternination of 
21 domestic manufacturers. 

22 (b) Change existing legislation to make the 
23 Sales and Excise Taxes payable on dealer 
24 cost less 10 per cent. The present 

25 practice is that Sales and Excise Taxes 
26 are payable on duty paid value on imports 
27 and on dealer costs on manufactured 

28 products - a penalty on Canadian ‘anu- 
29 facture. 
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(c) When a Canadian manufacturer meets 
Canadian content requirements, the 7-1/2 
per cent Excise Tax should be dropped. 

(ad) Review of the existing automotive tariff 
schedule looking toward elimination of the 
present Comuionwealth preferential treat- 
ment when possible. 

As also stated in our brief, the end 


result of this would be that the Canadian consumer 


will be paying less for Canadian-built automobiles. 
The Government will get less revenue fron 
Excise Tax, but in return they will get more 
secondary industry and, in consequence, “1ore 
corporation and personal income tax and “sore em- 
ployment. They will not be increasing tariffs on 
imported vehicles. 

Turning to the long range, we have offered 
for consideration along with other plans, a 
sugzestion for the development of a co-operative pro- 
duction bridge between countries, similar to the 


production-sharing concept now practiced between 


the United States and Canada. 

Essentially, the idea is based on certain 
convictions. One is that the nations of the free world 
must work together to increase their individual and 


“mutual econoiic strength. Another ig that there is 
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an adequate development of basic production skills 
and facilities in many countries, and that this 
development is inhibited by restrictions that tend 
to force concentration on the relatively simple 
techniques of final assembly. 

The proposal way be summarized as follows: 

The effect tariff-free exchange of pro- 

duction between foreign and domestic companies 
linited to equal national content values 
flowing in "each direction. This would 
develop local industry basically and practically, 
rather than artificially. Because such a 
system would be self-controlled by the flow 
between companies and countries, it would 
build economic strength equally on either 
side of the border. It would extend to 

the consuner in each country the advantages 
of irmreased volume which include lower 

costs, lower prices, greater sales, greater 
employment, and greater development of in- 
dustrial and other skills. 

We are in the preliminary stages of ex- 
ploring this idea as it might apply to many countries. 
We believe it deserves study, and we would be glad 
to co-operate in its exploration. 

Since it is this Coaission itself that 


will deternine its objectives and the appropriate 


= BOR = i 7 -_ 


ie 
sé Lite. coktobars oped i0-IagnqoLeved. eta . 


re 


kid Sats One caolubwon, yomg. rt soidiitos? hoa! i 
bral -Jand asotiolsget yd betidtant at tnemaoLeysb 


elqute yfavidelar Sng: tor notveciasonoe Sotol oF | 
| Yidvegsa tactt. 19 -eouptatosd 
sawotlo? ap. Sssing.nwey 9G var lagoceng. sat 
“Og 2 SERRE Setiri ites Joule sit 
Ssinegeo9 otter Ob Dime. teteso? oeawted foidsub 
astiley, odoms Lanottsa feepe od: bodie-t E: 
Eitow ete! .pioktpestd eas nibs Sak Wold » 
VL Lemite are bid yitsolesd yiteubal cLeaot qoloveb | 
S: ioe siisoofi .yllstoliivds. nedd aaddax 
wold ass yh heliestass-llew ed: blewow: cedeys 
Binew ¢f- .secwhotos béce goktisdcion MeSWwIad 
taiite ma ubfagpo oynsette shenneos bitud 
at Boece biwew a1 -ih1od 2d9 to ebla 
Sav stisvia, ong gap ioas nf senwenoo ord 
teaver ebyloat dotpw enutioy Hessstimt. to 
WAR, .eafaa totgacy .8eofig sewol ,atsos 
“ia! LO Sgengeleveh aedgoony bas eToenyoiairs 
Olftids sedtto bog Iskateys, 
“8 20 ahaa Vwenintfems sig nh one sb) 
Oh niios "rats! OF Yds teote gf @s. sebt aldg pit wel” 
»elz od bivow ww Dae , ¢twile aerteneb dt Svelsed ei 
Mehzetealgne adh cil otegsqe-o9 od 
| tend iUfsett qotestined athe Si tL somes 


eratnaonads. ed? bas canttrsie ons tsa 1 
a 7 —— 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


1 
~- 166 - 
2 
3 
recommendations, our suggestions necessarily «ust 
4 
have the linited view of a single corporation, and we 
fs) 
must naturally leave the assumption they have no 
6 
finality to them but . are tendered to help provide an 
7 
aggregate of opinion and information. 
8 
THE CHAIRMAN: Thank you very much, Mr. 
9 
Brownridge. 
10 
In your brief you made reference to some 
11 
arrangements between Norway and Sweden. I think 
12 
I asked you at an earlier stage if you could anplify 
13 
this? 
14 
MR. BROWNRIDGE: Well, I will read a little 
15 
brief as to the amount of information I have on it. 
16 
Since the war Norway has controlled auto- 
17 
mobile imports by means of very strict iaport 
18 
restrictions. In 1957, Volvo a Swedish automobile 
19 
~anufacturer, obtained extra licence to export 
20 
autos to Norway if in return they were to obtain 
21 
components from Norway in equivalent amounts to 
oe 
the automobiles supplied. Volvo immediately began 
Zo 
such a programe, obtaining such components as 
24 
batteries, tires, seats, doorhandles and other 
a0 
interior parts. The values of these couponents 
26 
were as follows: In 1957, $12,000; in 1958, $1,200,000; 
4 
4n..19595,.$1, 800,000; and.in 1960, $2,300,000 (ex- 
28 
pected). 
29 
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3 
; The Swedish automobile imports (mainly 
; Volvo) into Norway and the United States imports during 
; these_years were as follows: In 1956, 573 fron 
: Sweden and 386 from the United States; and in 1957, 
; 3,339 fron Sweden and 389 from the United States; 
; in 1958, 4,221 from Sweden and 254 from the United 
‘ States; and in 1959, 3,809 from Sweden and 110 
a from the United States. 
. As will be noted from the above table, 
7 Norway's use of Sweden's autos increased markedly 
"A during this period because of this arrangenent, 
re whereas the use of U.S. produced cars declined 
considerably. 
16 
s THE CHAIRMAN: You will have gathered 
. fron yesterday's discussion that I am very much in- 
“ terested in the possibility of some such scheine. 
oe T have been thinking of this rather in terms: 
a of companies rather than countries. 
5D Suppose you were to think of your own 
x company and your parent in the United States, do 
94 you see possibilities of an arrangement of this 
05 sort which would be cost-reducing in Canada? 
26 MR. BROWNRIDGE: As I understand it, sir, 
= you went even further, to the effect that you would 
28 like to have such an arrangenent without having 
99 to ask any concessions from the American Governnent. 


On our studies to date -- you have more 
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2 
3 
information, obviously, than we have -- we cannot find 
: the components. We know of very few components 
: that you have manufactured in Canada and imported 
: into the United States and supplied to the Anerican 
: automobile companies at prices competitive to 
: the American supplier. We lmnow of very few; and 
f I think you would have the difficulty of not having 
ce the large dollar volume that you would require in 
- order to allow automobiles to come in free. 
a THE CHATRMAN: Mr. Brownridge, you are 
‘a an engineer and I am not so I an at a disadvantage 
= in arguing, but I have to try and probe. If the 
‘i automobile parts manufacturer is at present pro- 
re ducing on a scale appropriate to our Linitved 
17 
market his costs are high? 
ii MR. BROWNRIDGE: That is right. 
e THE CHAIRMAN: The question is not 
. whether he, operating on that scale, could produce 
is cheaply enough to jump the ade Lire se 
22 


MR. BROWNRIDGE: JI know. 

THE CHAIRMAN: ... but whether he could, 
operating on a continental scale, produce cheaply 
enough to cone near juaping the tariff? 

MR. BROWNRIDGE: I an speaking on the 


eontinental scale. The few items I do know -- 


there is hard board. If it reached the volune and 


some of the hard board was sold into the United 
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States it could compete against American suppliers. 
4 
I know of some forgings that are being supplied 
> 
and the duty is being paid; and I understand that 
6 
cloth, in terms of automobiles, is another item; 
7 
but the quantities that would be required would 
8 
hotepe, in my opinion, sufficient to meet the 
9 
import. 
10 
THE CHAIRMAN: The next stage. Wouldn't 
11 
your American coupany take into account the fact 
12 
that it was then getting free entry for its caw 
13 


Tt could atford:to pay) a little more for some of 
these parts if it was also getting exemption 
Peom thesducy on dts) finished car? 

MR. BROWNRIDGE: The President of iy 
American company is a visionary, to say the least, 
and he is a tian who is doubl concerned with the 
future not only of Canada's economic future, 
but also the future of the North American continent; 
and this Presi¢ent that I speak of -- Mr. Romney -- 
is very outspoken in his own country and in relation 
to what may be a divferent approach that has to 
be taken ty his own country in dealing with other 
countries in the world and the give-away programs 
and things like that. I would say that he would 
certainly be prepared to study and see what possibility 
could be produced which would be in the interests 


of both countries. 
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THE CHALRMAN: There is a wage advantage 
7AreGaneds, 160 to baere: 

MR, BROWNRIDGE: There is now. 

THE CHAIRMAN: Would that not indicate 
that it is possible, with equal volume, to come 
near se. 

MR. BROWNRIDGE: I am one of those who 
pelieve that the Canadian is just as efficient 
as the American... 

THE CHAIRMAN: You pay him less. 

MR. BROWNRIDGE: ... and if you get equal 
volume in this country it will show in the price 
of the product and what you pay hin in wages. 

THE CHALRMAN: This makes the tariff a 
little less worry; it will make it that much 
easier. If we got the United States to drop the 
GEX «es 

MR. BROWNRIDGE: We have all had the 
experience that there needs to be a difference in 
wage if they are going to pay a Larai is 

THE CHAIRMAN: You are talking of volumes 
that are much smaller than the voluiaes we were dis- 
cussing yesterday. what do you consider the volune 
which makes your operations snile-raising? 

MR. BROWNRIDGE: Well, I would like tO 
start this remark by saying that Mr. Romney, appearing 


before the Kefauver Cormnittee in the States, made 
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the statement that up to 200,000 production there 
are gains to be made in volume, and above 200,000 
there are very few to be made. 

We, in Canada, are not talking of these 
volumes. 

I would like also to say that Mr. Grundy, 
who appeared before me, has the sort of operation 
in Canada that has been in Canada for 50 years, 
and it is different from the function we have 
in S0arving up production. Added to our particular 
problem here is the fact that we are not producing 
automobiles for the complete model year. Our 
production will start in January, and, as you 
know, our :odel year ends in August. We will 
likely experience some difficulty in arriving at 
the 40 per cent Canadian content in this particular 
year; but we believe, Imnowing the price structure, 
that at 10,000 volume cars produced we can produce 
these autonobiles and renain competitive and 
continue on the upward sales trend we are on. 

THE CHATRMAN: Now I ask you an: 
annoying question, but one which, I think, you 
have almost suggested to me in earlier discussion. 
Why didn't you locate in Glasgow? 

MR. BROWNRIDGE: Well, that reiwarlk was 
tuade by Mr. Todgha: yesterday, and the fact that 


there is souething to be gained by pricing, if you 
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like, anything out of Canada and locating in 
Scotland -- as we have said in our brief, we are 

not just talking about the automobile industry. 

This very thing has happened to Canada today in the 
field of diesel manufacture; and there is concern 
that it has protected its sales advantage sin 
Canada, that it enjoyed for many years, by locating 
in Seotland. We are here for the purpose of looking 
after Canadian industry, and part of the problein is 
the circumstance that makes it possible for people 


to go somewhere else in order to build more 


economically. 
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1 

5 THE CHAIRMAN: In your brief you have 

3 admitted the importance of changing the content 

4 requirement from ‘Commonwealth’ to "Canadian'. 

5 MR. BROWNRIDGE: Yes. 

6 THE CHAIRMAN: This is forward-looking, 

7 rather? At the moment, this doesn't matter, but 

8 this is a worry about something that might happen? 

9 MR. BROWNRIDGE: That is kecause I believe 
10 we are talking about the economy problems of Canada; 
11 and if we are going to make legislation changes 

12 let us look after whatever legislation changes are 
13 necessary for the future of Canada. But I am not 

14 that well informed to advance an opinion. 

15 THE CHAIRMAN: Can I ask you this question? 
16 I doubt if I will get a much better answer than I 

17 did before, but I take it that your essential 

18 problem is the relation between your price and the 
19 price of the importers that are most nearly 

20 competitive? 

21 MR. BROWNRIDGE: We consider that our 

22 competition is the North American automobile, primarily. 
23 

24 i 

25 

26 
27 

28 

29 


30 
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THE CHAIRMAN: But all of you, not you, 


; American Motors, but all of you are, in fact, ina 

: positinn where the next problem is the gap between 

; you and not only the cheap cars but the most nearly 
competitive cars. 

: MR. BROWNRIDGE: Yes. 

: THE CHAIRMAN: How much of this gap has 

; to be narrowed in order to make a significant 

: difference? 

‘ MR. BROWNRIDGE: The gap that the game is 

P played with the same rules that manufacturers have 

7 in investing capital in Canada. I have been outspoken 
a in my brief in the fact that I am not suggesting 

= that all automobiles are sold in Canada. I think 

- Canada is a very difficult country to sell motor cars 
: in. But I feel that when a company has the ability 

4 and opportunity to do so, and the product is accepted 
| by the Canadian people, and they dnn't step up to 

- the opportunity, Canada and the government must take 
. action to see that they do; and I limit my 

a recommendations in relation to the excise tax 

‘a removal for an inducement. It seems nobody is going 
. to move from Scotland or England under the existing 

a legislation, and I think there should be an inducement 
. to put these people back in the country where they are 
25 

needed. 
26 
THE CHAIRMAN: There is a great big inducement 

a just been introduced. I am interested in how nearly 
28 

29 

30 
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this would be big enough, or are you asking for an 


addition? 
2 
MR. BROWNRIDGE: I hope you don't think I am 

: ducking this question. But the facts are that we 

; are selling, and when we had 7,000 automobiles of sale 

; we took steps in Canada, and when our figure of sales 

: was 10,000 automobiles we took steps to manufacture 

in Canada, and I think in the first few years it was 

: a profitable move for the American organization. But 

: it is what is in the best interests of the long 
4 term growth of the country. There are other companies 
J which are selling 24 to 3 times as American Motors 
are, and I believe it is the government's intention 

at this time to see that people move into Canada 

. and compete in the same rules as the rest of us. 

. THE CHAIRMAN: One thing that worries me 

; is this. Suppose these rules are protected, this 
keeps out the competition of lower-priced cars, 

: gives you higher volume, gives you a possibility of 
ai lowered costs. Have we really any hope that it 

a also means lower prices? 

; MR. BROWNRIDGE: You mean -- 

‘ THE CHAIRMAN: Lower prices. 

MR. BROWNRIDGE: I am not one who says that i 
a Vauxhall and Volkswagen are made in Canada they will 
- be sold at the same price they are now. There will 

be an increase in prices. 
27 
THE CHAIRMAN: You are saying if we had more 
: volume in Canada costs would be higher. We might pay 
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more for a Vauxhall, but we might pay less for a 
Rambler. A pedestrian isn't concerned, but 

Miss Leitch, who depends on a car, will get her car 
cheaper. 

MR. BRCWNRIDGE: I believe the consumer 
across Canada is a reasonable person and reasonably 
intelligent person, and I think if the consumer 
understands he is going to have to pay more in 
order to put Canadian content in an automobile, and 
if we go down the othe road and say 100 per cent 
imports have taken over the market, who is going to 
buy our automobile? 

THE CHAIRMAN: I got the impression in your 


wal presentation today that you led us to believe 


that this increased Canadian market for Canadian 


producers, by promising lower costs, promised a 
reduction in the selling prices of Canadian produced 
cars. 

MR. BROWNRIDGE: 173 per cent? 

THE CHAIRMAN: How do we guarantee that you 


don't put more fins on? As long as a cheap car can 


come in -- in other words, how much do we depend on 


the import to keep you in order? 


MR. BROWNRIDGE: I do not think in the 
automobile business we depend on the imports from 
the pricing structures I have been faced with since 
I have been in the business, we do not have to meet 


imports to maintain our Drices. 
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imports to maintain our 


THE CHAIRMAN: 
great interests in this whole thing, and here I think 


nt 


you are in a peculiarly strong position to talk to me 
What about the 
Can we 


because of your experience in Orenda. 


development of industrial research in Canada? 
really pretend to have secondary industry and automotive 


ihdustry if we send our best brains to the United 

States to work in their laboratories? 

MR. BROWNRIDGE: I am glad I am not still 
I think in the 


with Orenda to answer this. 
automobile industry that the design and the research 


that is being carried on -- that it would be 
aGifficult indeed to break off this research and do 


the research, part of this research in automobiles in 


I think there may be a particular study 


Canada. 
that the automobile companies may want to have 
accomplished, where there is an approach offered to 


them from a Canadian scientist and designer, a 
I think 


revolutionary approach which is away from the 
general approach in satisfying the consumer. 
that such a situation exists, and if one of the 
companies wanted to get further interested in the 


Walker engine or that type of engine, if they want 
® go further into tne gas turbine engine, there is a 
But in relation to 


possibility of that being done. 
the year to year research that is necessary to be 


competitive and be in the automobile business, I 


do not see the possibility of that at all, as I would 


. = aa a : : - 
a Al . Py. si 
' yee ; 


7 ri | abl Mags amt sO 
)%  s#ésiaqona atedalen of asiegm 
= daira Tien ee i fea ' a Bs ay ¢ 
Ga" To’ pits? ga Med hwe TY ak MAMA a 


. wae T seb Hae (Riis ofor wide ab etesadah fae 
gn a sta dd! erty coq guote Ulratinced A ot emp fay 


: 


i? Lads Jaa eben at Megas waUY TO semeoed 
éu HAY «above at AseAdeen Letsvaunal %% inemelsveab 
avivancdue bos Witeshnt Yrsbwoser overot Be etavre chfast 
hot! nv. add od ebkavd téed mio Dose sw A? vetepit 
trertedaiodig “Sad? A) ao od aodbse 

thes Son te 5 Batewg 2 LMT AMMORAG AM 


it? cowees of ehitged odie 


7a ; bi} b Seis re ta) ) a] i afte al Serge 
aby ~ ie dg —_ os ‘abidledened wll se <b Penn 9 Ps 
ols iIMi= NOLES oO fii ae | ; We av a Csemns visIDt x LED 
é‘ 


AU7e “wel ooRte ot ‘yen erodd AntAd I> eben 

vVied 82 Shen Seqnoo ef tdontos my gene 

or Rte “9 ne iS AB RY seed ore betel lomeonp 
8, Sirighash wis SeliIneloe:- nelbensd 4 mort masta 

Hod’? : Viwse “4 ‘lo lulw Noeon7c”n @renoltulovet 

i fats ond -galvletias “ak. dvectwos [ sseneg 
setg Sh sd Tf -6Ae. ftelee as iftmgia:2 ootve:. cod? 

ae aT bode Jk “Nordea 2 ‘a Oo Datage gZalnagdos 
Otae’ waiet a. SegSne to eutdi tert ag eatane taxlLaW 


& of eHbly (sad sno “Pees PPA Sat Goal esedind-daid 
“OG Wiltefor ht oe «ohne Pulad Jad .to ZAl Lidtagsy 


ov Od Wikesabin bh Yee COrneegs “nee ot: mmey-and 
| "% edbiveud | Citar ie rnb el ioe evi thteqgos 
| 
eas 


RidOw T ee -2ifs te Wey. iV QP EPA eped. arid) eee:don ob 
| = 


i ae _ - 


aie 


il 


| 


- 178 - 


ANGUS, STONEHOUSE & CO. LTD. 


Like €ti°NSe aNT4rtye, 

THE CHAIRMAN: Do you see any possibility 
of contract research from the government? Should 
the government be putting work into your automobile 
companies, not only with getting the result it wants 
but with a chance of developing the skills which 
would put you exporting to the United Kingdom and 
the United States? 

MR. BROWNRIDGE: I am an advocate of the 
long term growth of Canada. You are suggesting that 
Should the Canadian government grant contracts on 
possible military items which would be to the 
advantage of Canada. You can put me as a very strong 
backer of that. 

THE CHAIRMAN: Perhaps I should have further 
discussion with you as regards items, because if 
I ean make this sound less like a pipe dream and 
more like a proposal it may have more chance of 
acceptance. 

Well, Mr. Brownridge, I think that this is 


all that I should ask you. Thank you very much. 


We will stand adjourned until 2 o'clock. 
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ANGUS, STONEHOUSE & CO. LTD. - at f 
TORONTO, ONTARIO 


Pate resuming, at .2.0lc locke.p.m. 

THE CHAIRMAN: I have asked Mr. Brownridge 
to come backs; I have one question on which I think 
he perhaps can give some information that may be 
useful to me. This is as to his experience in 
terms of product sharing in defence programs. Would 
you just speak to us for a few minutes about this? 

MR. BROWNRIDGE; Well, the problem facing 
Canada in the defence industry is that of necessity 
they have to buy a great many components for the 
requirements of the defence industry in Canada 
from the United States, and this is somewhat 
Similar to our own problem, the fact that there 
are many dollars going into another economy and 
there is a need for something coming back to the 
Canadian economy, so there is an agreement between 
the Canadian government and the United States 
government to the effect there should be a two-way 
street and that the American contractors should 
endeavour to place work into Canada. 

Now, this caused action to be taken by the 
Defence Department in the United States, and they 
wrote a letter to all contractors asking them to 

investigate and to place in Canada wherever it was 
economically possible, defence work. 

Now, to my knowledge this hasn't been 
terribly anevessrul in relation to the directive 


from the department of the Defence Department of the 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


1 United States, but where it has been it creates an 
2 advantage to Canada. When one of the American 
3 corporations wants to sell to the Canadian government 
4 a particular product -- and I have had some experience 
5 on this -- and when the Arrow airplane was cancelled 
6 and when there was a requirement in the Canadian 
‘ government by the R.C.A.F. for replacement of the 
8 CF-100 and the F-86 in Europe, practically every 
9 aircraft company in the United States that could fill 
10 that role -- or, in their minds could fill that role -- 
11 approached the Canadian government and they were 
TZ quite prepared, and in writing have stipulated that 
13 they would place components in Canada to at least the 
14 equivalent dollar value of the components which by 
15 necessity, because of high operating costs, had to be 
16 brought from the United States, and I was part of 
17 the negotiations between the American General 
18 Electric Company and the Canadian General Electric 
19 Company and our own company, Orenda, and the 
20 Department of Defence Production, and in this 
21 particular case there was a requirement for some 
22 $80 million for the jet engines in Canada, and there 
23 was in this particular instance around $4 million of 
24 these components that it would have been ridiculous 
25 to tool in Canada because of their high cost, and 
26 there wasan undertaking by the American Corporation 
27 to buy either from Orenda or other Canadian sources 
28 a volume of components equal to or in excess of the 
29 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


$4 million spent in Canada, so you had this two-way 


thing in defence work. 
: Now, that is my knowledge of it and, as I 
. say, in the United States where an aircraft was being 
: Sold to the Canadian government, the cost of one 
P Submission made in conjunction with Avro was that 
; certain components would be made in Canada for 
x American production; in other words, their production 
. from the point of view of the Canadan economy, if it 
* had been the right selection of aircraft it would 
i have meant many more dollars working in Canada than 
os the total number of dollars expended and that is 
necessary in the United States. 
s THE CHAIRMAN: Thank you very much. I 
# think this is definitely relevant to the proposals 
which we had in mind. 
16 
7 Mr. Rootes, will you now make your 
“ presentation on behalf of the Society of Motor 
* Manufacturers and Traders Limited. 
20 SUBMISSION OF THE SOCIETY OF MOTOR 
ot MANUFACTURERS & TRADERS LIMITED. 
Present: Hon. Brian Rootes. 
22 
3 MR. ROOTES: Mr. Commissioner, firstly I 
24 should like to say how grateful I am for having 
5 this opportunity of appearing here this afternoon. 
26 IT represent the Society of Motor Manu- 
27 facturers and Traders Limited, London, England. 
28 The S.M.M T. is the main trade association of the 
29 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


British automotive industry, and has as its 

members all the principal U.K. manufacturers of 
passenger cars, commercial vehicles, tractors and 
parts. Iam speaking particularly on behalf of 
members who export vehicles and vehicle parts to 
Canada, and I should make it clear that the S.M.M.T. 
brief has the full support of the Canadian branches 
of the U.K. automobile companies. 

We in the U.K. motor industry value the 
Support and co-operation we have always received 
from the Canadian government and the Canadian 
people since we began our export drive to Canada 
after World War If. The Canadian people have 
Shown, by buying British cars in increasing numbers, 
that ours is a product which appeals to them, and 
we have been greatly encouraged by their support. 

We fully understand and sympathize with 
the problems of unemployment which beset the 
Canadian government and the difficulties of the 
Canadian automobile parts industry at the present 
time. We do not, however, believe that these 
problems can be solved by restricting imports of 
British cars. 

The sale of British cars in this country 
has created a new segment of the automotive industry 
and a new market. Nine Canadian subsidiaries cf 
British car and component companies have been 


established here since World War II. These companies, 
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SME eeacciranc 
plus other distributors and well over 1,000 car 
dealers depend on sales of British cars for 
an important part of their incomes and provide direct 
employment for thousands of Canadians. 

This new segment of the automotive industry 
has been developed only after a period of hard 
competitive struggle. We pioneered a new type of 
car in this market. To succeed we had to invest 
millions of dollars in factory parts depots and 
other service facilities and make many product 
changes and modifications to suit Canadian tastes 
and conditions. 

We enable the Canadian public to buy a new 
ear of a different specification and at a lower 
price than those produced domestically. This 
fact is borne out by the increased volume of 
British cars being sold In Canada. 

I would like to emphasize this point 
about our creating an entirely new market by the 
following example; slightly more than 76 per cent 
of imported British cars fall into the category 
below 1,600 c.c. On the other hand, the lowest 
engine capacity of any Canadian manufactured car is 
2,294 c.c. and the second lowest is OF 365008 ck 
Between them, these two cars share less than five 
per cent of the total Canadian market. All other 
Canadian-made automobiles have considerably higher 


capacity. There are also of course many other points 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


difference between British and Canadian cars. 


1 
9 We of course, do not question the Canadian 
3 government's right to change the basis of “Fair 
4 Market Values’ for vehicles. Nevertheless, it is 
5 bound to have an effect on the price the Canadian 
6 consumer will have to pay for our products, and we 
7 hope that the Royal Commission will give very 
8 eareful consideration to the implications of this 
9 change. It is impossible to give an exact figure 
10 for the increased costs brought about by the change 
11 in Fair Market Values as each manufacturer has to 
12 negotiate his case with Customs and Excise. However, 
13 as a guide - on a British car selling in volume in 
14 this country the cost to the importer will be 
15 inereased by about $150. 
16 We suggest that measures of this sort are 
17 inennsistent with the removal by the U.K. of 
18 practically all remaining restrictions on the 
19 import of Canadian goods, which has resulted in 
20 British purchases from Canada in the first eight 
21 months of this year running at about 25 per cent above 
22 the level for the same period of 1959. The 
23 Canadian High Commissioner in London, Mr. Drew, 
24 forecasts Canadian exports to the U.K. this year at 
25 over $1,000 million. These include not only primary 
26 products from all parts of Canada but also a 
27 growing volume of manufactured goods from Ontario 
28 and Quebec the great bulk of which enter duty-free. 
29 
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ANGUS, STONEHOUSE & CO. LTD. ji a ‘i 
TORONTO, ONTARIO 


The fact is that the U.K. is spending far more in 
Canada than Canada is spending in the U.K., and the 
U.K. i8 providing thousands of Canadians with jobs. 

In all the circumstances I have referred 
to today and which are outlined in the Society's 
brief to the Royal Commission, we submit that there 
is no case for imposing increased penalties on 
imports from Britain of vehicles and other motor 
products. 

THE CHAIRMAN: Thank you, Mr. Rootes. I 
wonder if I could first deal with this point which 
you referred to rather briefly in your oral 
presentation, which you rather strongly put in your 
brief which you submitted, that this is a new 
segment of the motor car market that you are 
supplying and, indeed, on page 4 of your brief you 
say: 

it has been stated that part of the 

fall in Canadian motor car production 
has been caused by imports. We submit 
that this is not the case so far as 
imports from Great Britain are concerned 
and that British cars, in providing a 
commodity different from the Canadian 
product, should be regarded as an 
addition to the total sales of motor 


vehicles achieved by Canadian producers." 
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Are you prepared to stand by that fully? 

MR. ROOTES: I don't know what you mean by 
Teeriy 

THE CHAIRMAN: Was it a truth or a half 
cruth, if i may beso biunt? 

MR. ROOTES: I would say possibly the import 
of British cars may affect the used car sales to 
Some extent, but in the main, if you want to buy a 
new car, if you were going to buy a British type, 


it is quite different to the Canadian type produced 


Car. This Vs a difference not “only In-ere. Vey ack 
have illustrated, but in many other ways; dimensions 
of size and economy of operation, and in many ways 

I think every member of the Canadian public wishes 
to buy a competitive, economical and easily handled 
car, and they choose a British car. 

THE CHAIRMAN: If there had been 70,000 less 
imports, there would have been 70,000 less sales in 
Canada? 

MR. ROOTES: I don't think it is that 
extreme. 

THE CHAIRMAN: But that is what you say? 

MR. ROOTES: No. 

THE CHAIRMAN: That is why I asked whether it 
was a truth or a half truth. 

MR. ROOTES: I think that certainly a decreas 
in British cars, that that reduction would not have 
effected an equal increase in Canadian cars. 


THE CHAIRMAN: I would agree with that. I think 
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there is a good point there, that all your sales are 
not sales at the expense of Canadian cars, and my 
guess is that about half of them are, and this is a 
lot. 

MA. ‘ROOTES: I wouldn't put.it- asehien as 
that. 

THE CHAIRMAN: Although I ama pedestrian, I 
occaSionally buy cars for my family, and I can say 
that my family are quite definitely looking at, let 
us say, a Hillman at the same time they are looking at 
a Falcon, and to say that they would either buy a 
Hillman or nothing is nonsense; they may decide to 
buy a Hillman instead of a Falcon. 

MR. ROOTES: I think this was a little over- 
simplified. 

THE CHAIRMAN: Yes, I think it was, but let 
us get it straight. 

MR. ROOTES: I don't believe the choice is 
between a Hillman and a Falcon; it may be between a 
Hillman and a used car. I believe that the Hillman 
is offering something different; for instance, you 
take the wheel base, I believe the Falcon wheel base 
is 108 inches, while the Hillman is 96, the over-all 
length, a lot less, and the economy of operation is 
less, and I think if a member of tne public wishes 
to buy a car of our type they will not choose a Falcon 

THE CHAIRMAN: It just happens that my wife 


has just made this particular choice. 


MR. ROOTES: Not against a Hillman, I hape. 
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THE CHAIRMAN: Yes! It makes it sound so 
plausible to put it into wheel base and C0.) 85. and 
So on, but when you look at the consumer he is 
only going out to buy a car and buying a cheapish 
car -- I am not sure how cheap a car, of course -- 
but he is looking at even the Valiant and the Corvair 
and the Falcon and the Hillman and the Rover, and 
Some of the expensive English cars. I know that we 


have a Jaguar man at the table. 
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MR. ROOTES: Surely, the great big 
difference applies to the specifications. Nevertheless, 
there is a great difference. 

THE CHAIRMAN: There is a great difference 
between the Falcon and the Corvair. 

MR. ROOTES: And the cost of operation is 
different, too. 

THE CHAIRMAN: We have to decide -- I had 
better not go too far, because I have feelings on 
this subject, butI might say that getting repairs 
made to an imported car is occasionally like 
arranging for a nair-do. 

MR. ROOTES: I do not agree with that at 
all. I would say we have just as good service as 
anyone else, and we certainly have spent a lot of 
money -- as I have stated in my brief, we have 
spent a lot of money in establishing ourselves 
here, and we have a big parts service. I do not think 
service is such a big factor in regard to roreign 
cars today. 

THE CHAIRMAN: I should say that my remark 
does not particularly apply to English cars, but 
surely we have to agree that these are not two 
separate markets, and that what you sell does affect 
what the domestic producers sell. 

MR. ROOTES: To a limited extent, but I 
do not think -- as you have said, you do not buy a 


British car if you are going to buy a compact car. 
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THE CHAIRMAN: You might buy a Pontiac. 


You have eva got a choice there. 


MR. ROOTES: I think at the price we 


sell our cars we enable people to buy a new car who 


could not otherwise buy one. 


THE CHAIRMAN: Here there is the other 
side of it. Let us look at the effect on the 
domestic producer. The cheaper cars, I agree, are 
alternatives to second-hand cars, but what does 
that do to the second-hand car market? 

MRe ROOTES: Th "arrectsa as wo a -certaun 
extent,yes. 

THE CHAIRMAN: And what does it do to the 
cost of operating a domestic car -- operating it in 
the sense of buying it, operating it and then 
Burhans 10 Sim? Does it not, in fact, put up the 
real price of the domestic Car? 


MR. ROOTES: I would have said that the 
used car values on domestic cars, and depreciation, 
are proportionate to, or about the same as, what 
they are on a popular English car. 

THE CHAIRMAN: Are they not less since 


the popular English cars caue in? 


MR, ROOTES: =I do not think that is so. 


THE CHALRMAN: You have said they are 


substitutes for second-hand cars? 


Me. ROOTES; I suggest the ehange in used 
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car values is because you have competitive 
conditions. 

THE CHAIRMAN: But, nevertheless, it 
is a change -- 

MR. ROOTES: It has changed with respect 
to British cars as well. 

THE CHAIRMAN: Can you tell us about that? 

MR. ROOTES: The conditions of today have 
automatically had the effect of increasing the 
Gepreciation on British cars. 

THE CHAIRMAN: Can you tell us how that 
has changed with the cost of British cars? 

MR. RCOTES: I could not give you an 
exact figure, but I would say the percentages are 
comparable on both types of cars. 

THE CHAIRMAN: Just following along on 
this particular point where I say iti is hail, 
and you-say it* 1s three-quarters, surely we are 
dealing there with the highly specialized types -- 
the sports car and the Land Rover? These, I would 
agree, are not competitive, but what proportion 
of the total English sales can reasonably be 

considered to fall in the specialist group rather 
than in the group of cheap transportation? 

MR. ROOTES: I cannot admit -- do you mean 
to tell me that all other British cars are directly 


competitive? I do not think they are at She 
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really do not. First of all, E know that price, 
which we will coe to later, contains a difference in 
taxes, but it is only a small part of -it,-and an 
any event we have to pay more now, but I submit 
the real difference is that we make a different 
wpe of product. Our product is to a different 
Bpecititeavion, ib is of a different size cand for 
a different purpose and a different economy, and 
you cannot just say that is directly coupetitive 
to the Canadian car and therefore should not be 
allowed. 

THE CHAIRMAN: I did not say it should 
not be allowed; no, no. 

MR, RCOTES: The Canadian public should 
have the right to buy what it wants. 

THE CHATRMAN: I did now say it should 
not be allowed to buy what it wants. Please, do 
not think I have made up my mind, or an likely to 
do this or that, but my terms of reference require 
me to look into the competitive position of the 
Canadian industry vis-a-vis the world,and the 
United Kingdom among others. Surely, there is 
a segment -- I thought we had agreed on this 

segment of the market which 


already -- there is a 


is an adequate and sufficiently close substitute 


to come into one's ken when one wonders whether ta 


buy an imported car or a domestic car, and then 
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1 
2 
there are others where this does not enter into it 
: at all? 
4 oe ~ : 
MR. ROOTES: I agree that there is a segment, 
5 , 
but I do not think you can take all medium sized cars, 
6 which I think is what you are suggesting, and say 
7 that that is the total segment which would auto- 
8 matically be replaced by compact cars. I do not 
: believe it would. I believe there is a portion of 
2 that which would not be replaced by compact cars 
because that is not the type of car that verple 
Ly want. You have cot your sportscars and other 
13 ; , 
cars which are outside. 
7 THE CHALRMAN: How big a group is this? 
MR. ROOTES: I honestly do not know. I 
16 
would. say it is, possibly, 20 per cent, but I 
17 
honestly do not know. 
La THE CHAIRMAN: It is not very big? 
a MR. ROOTES: No, I would think the biggest 
id bulk of the sales is in the other class. 
21 = Eva a . 
THE CHAIRMAN: Then, there are the very 
“a little cars which I also put in this specialist 
“ag class, but the big sales surely are all of what, 
x from your point of view, are the big cars and, from 
e our point of view, the little ones? 
26 
MR. ROOTES: Yes. 
= THE CHAIRMAN: Therefore, the big sales are 
= the ones where the competitive angle is involved? 
i MR. ROOTES: To a certain extent, but I 
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2 
still maintain they are not directly competitive. 
3 
THE CHAIRMAN: What do you mean by 
4 
"directly competitive '? 
5 
MR. ROOTES: Because they are of different 
6 
specifications, different size and a different 
7 
proce. 
8 
THE CHAIRMAN: But there are two kinds of 
9 
toothpastes. One: has factor Xan it, and,the wther 
10 
has factor Y in it. Their specifications are 
11 
different, but they are directly competitive? 
12 
MR. ROOTES: You wight as well say that a 
13 
Cadillac is competitive with a Chevrolet. 
14 
THE CHAIRMAN: No, but a Cadillac is 
15 
competitive with a Lincoln, and their specifications 
16 
are completely different -- and with a Rolls-Royce, 
17 
for that matter. 
18 
MR. ROOTES: I honestly do not know. You 
19 
are not comparing two like models -- in this last 
20 
case you are not. 
at 
THE CHAIRMAN: I think you picture the 
22 
buyer as an engineering expert of a quality that most 
23 


Canadian buyers do not represent. 
MR. ROOTES: All we can judge by is the 


fact that the Canadian buyers are buying our products. 


THE CHAIRMAN: Yes, for one reason that they 


happen to be cheaper. 
MR. ROOTES: I do not say 4G, iseprice 


only. 
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4 

THE CHAIRMAN: But you are arguing that 

; WaeenOse pra ce at. all. 

MR. ROOTES: NO, 4% don Nos; 

? THE CHAIRMAN: Then, in that case they are 
: directly conpetitive, and price does enter into it. 
‘ You are also coipeting in that you are providing a 

: adifferent kind of car, and that is proper competition, 
i but when you try to tell «ne they are not competitive 
a then you are saying they do not fall within uy 

i: terms of reference, namely, the competitive position 
“ of Canada vis-a-vis the rest of the world. You do 
5 not mean to say that? 

F MR. ROOTES: No, I agree with that. 

. THE CHALRMAN: I have to look at how 

: competitive you are, and when I an looking at that 

I aa considering what proportion of your product is 
so different that even I, a pedestrian, can say 

, that it is the sort of thing I want to buy, or whether 
. I want to buy the domestic product, but I ain also 
2A 


interested in the volume where I can say: ‘Should 


it be this and I save $200 or $300, or that where I 


have to cut off on some other expense?" 

MR. ROOTES: I believe, if you take the 
last few years, you will see we have created a new 
segment of the «narket where people who before 
would.not. have thought of owning a new car can now 
own one. That is, surely, the real point. 


THR CHAIRMAN: This is the iapact of the 
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1 e, 
2 
3 much cheaper car, and that is why rule that in this 
soecial class. 
4 
3 MR, ROOTES: No, it is true of our volume 
sellers as well. 
6 
: THE CHALRMAN: They will buy a new car 
5 instead of a second-hand one? 
j MR. BOOTHS: “Yes. 
ie THE CHAIRMAN: Well, that may be, but even 
so the competitive position still becomes very in- 
11 
iy portant, does it not, because it has changed the 
ie price of the second-hand car? Can I turn to your own 
vaarket, since you produce such cars that it worries 
14 
us? Ts 46 not 4a Little odd that you Meea co 
15 
much protection? 
16 
y MR. ROOTES: You are referring to the 
1 
25 per cent duty that Mr. Walker referred to yester- 
18 
day. Well,the position there is -- of course, first 
19 
of all, I think we should look at it from the broadest 
20 
point of view and not fron the point of view of the 
fal 


motor industry only. Today there are very few 


products exported to the United Kingdon fron Canada 


which attract any duty whatsoever. Most of ther 


enter free. It so happens, unfortunately, that an 


automobile is one of the few iteus still left 


which attracts a 20 per cent duty. If it was a 


question of merely adjusting the duty on Canadian 


cars, I do not think that that would present any 
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1 
2 2 As 
ereat difficulty, but the problem is that when we 
2 
adjust the duty on a Canadian car we automatically 
4 
have to wake a corresponding reduction to all ost 
9 
favoured nation countries. This, in, effect, ieans 
6 
that any reduction we make has to be made to the 
7 
whole of the world. I an sure you appreciate this 
8 
has to be looked at from the point of view of over- 
9 
all world trade, and it presents many probles 
10 
which are not associated with Canada directly. 
11 
THE CHAIRMAN: This appears from some 
12 
submissions from Europe. If we can give you a 
13 
preference -- 
14 
MR. ROOTES: We do give a preference. 
15 
THE CHAIRMAN: Then, you can give us a 
16 
bigger preference. 
re 
MR. ROOTES: We cannot without reference 
18 
to the others, having regard to GATT. 
19 
THE CHAIRMAN: GATT is negotiable. 
20 : 
MR. ROOTES: If the duty on inported cars 
21 ; 
is 30 per cent the Commonwealth preference is one- 
23 a sue 
third of that so therefore it is 20 per cent. 
23 
If we gave Canada a reduced duty we would have 
24 2 2 
to offer automatically a proportionate reduction 
25 : 
to all aost favoured nation countries. Therefore, 
26 
4t is not a question or purely Canada, but the 
ay 
overall position throughout the world has to be 
28 
looked at. 
29 a ae 
THE CHAIRMAN: I still suggest it is 
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negotiable, but what about the administrative 
barriers we were told about? Are we as difficult 
with you as you are with us? 

MR. ROOTES: I made inquiries about that, 
and I understand the Canadian Government iade 
some representation to the British Governaent last 
May, and Her Majesty's Customs and Excise in 
England have taken action to remove those problems 
and diffictilties. L think that as a problem whien 
has been already solved. 

THE CHAIRMAN: That is good news, although 
Mr. Walker is not likely to have been asking about 
conditions of last April when he spoke yesterday 
MBLC HAC) LS: SOX 

MR. ROOTES: The complaint was made in 
May. To wy knowledge action has since been taken, 
and there is no further complaint. 

THE CHAIRMAN: Juststo ro back to, this 
“atter again, do you need 30 per cent against the 
rest of the world? 

MR. ROOTES: On fair market value? 

THE CHAIRMAN: No, your M.F.N. rate of 
30 per cent. You are a creat industrial nation, 
thoroughly established. We poor Canadians are 
perfectly prepared to accept free entry fron 
England, and we have built up an industry against 
that. Do you, a much bigger country with a 


+ te | 
preferred aarket over the world, need a 30 per 
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cent protection? 

MRé ROOTES: «42 do not ‘think 41t is? a 
question of whether we need it, or not. 

THE CHAIRMAN: It is nice to have it? 

MRs (ROOTES: You cannot megotiate for 
one country only. 

THE CHATRMAN: Yes. Suppose, in order to 
give us a lower rate, you have to -- 

MR. ROOTES: Well, that ta note matter 
hom me.) Lb is.a-matter forthe -Governnent . + They 
are negotiating on GATT at the uoment. 

THE CHAIRMAN: It nay be a natter for the 
Governient when you get it, but surely it is a 
“satter for your society to lmow whether you need 
it or not, or arguing whether they should get it 
fer you? 

MR. ROOTES: You aust appreciate that we 
pay equally high duties into other countries. 

THE CHAIRMAN: So de we. 

MR. ROOTES: But if you can negotiate 
you have got to negotiate on one type against 
another. We pay 30 per cent to Gernuany, and we 


cannot reduce our duty without reducing the duty 


to Germany. 
THE CHAIRMAN: Supposing we wanted to 


cet, and asked for, world tree trade in regard to 


automobiles, what would be the British attitude? 


‘SE SE we tear 0b ote 
7 “0092 ety me coon 

"S82 peal Oh sok eb ot eee 

Yo? S8etiogsm Yonnso uo¥ HaROOR it~ « =f < 

| 
| 
| 


‘od wets wt vomoucm® «“Vaey tAMCTANDLSID: Go! «gle 
7 sais Toe «som nowt. ae RE 
iter a gag af ita age 7ENROOH ., iM 
toy + Siiee aesvon anf ot ‘rae & at he +o 0% 
mamas aia’ an tao fo ‘anbtsktegeh ots 
ete ‘dort +f tad sire st oe oz iat wT 


oi 33 tive. ape oT an ie ihe snecrrsovel 
; ; 5% FR aim 
hSee HOe tditdanir Hoa? O83 viatoes uray “rod tater 


8 = ar wr he 
. > 


ti: Poy BLVOMM yeu. Andserey adtines 20 tee pe de 


aad "tol 
sy Sac ot ota} bo Satis Jeig or oan mM 


| MM aio worth -addt & as idu st tat xttawon’ “eq 
| eer ie <uarerrann Pitts 
/ | SteiYoron mo so 1z vue 23800 a 

Jentasin anys afro ad sSaisopen og dpe vad yoy 
sty bas < Teath re tris aq of vo an =a 


Yih ads ao susseb ee ‘ecua sido ‘soubor soll 


Yherrsd od 
at Degraw ee pubdscegil “GRPRLABD ax ne 
wit Saatin mttaer bain «ot betan tnd. Soq 


has 


rebiteean anbtege aad ig? ahaa dase sweLttocodim " 


nen —_) a 
7 -_ 


on a San 


. : 7% : © «ss _ 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 200 - 


MR. ROOTES: I think that would be too 
Per evenen, ath hay “say SO. 
THE CHAIRMAN: I an not sure that it is. 


rather think that our Canadian ranufacturers would 


say: "That puts us on a fair basis, and now we 
can go to town”. Incidentally, I think you would 
see some rather specialist. cars in England. 

MR. ROOTES: I think over a period of 
years we could get it reduced. We all want to see 
thats cue it has fot to be doné over a period of 


years. 
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THE CHAIRMAN: But as an objective? 


MR. ROOTES: As an objective we would like 
to see it, yes, over a period of years. 

THE CHAIRMAN: Could I ask you how this 
affects your attitude and what behaviour we can 


expect? I don't want exact figures, but roughly, 


the Canadian sales of English cars as compared with 
the domestic sales of English cars -- what is the 


proportion of the total production? How much is for 


domestic use and how much for Canada and other 


countries? 


MR. ROOTES: Taking our total exports, the 


exports to Canada represent 11 per cent -- of our 


®tal exports. 


THE CHAIRMAN: 11 percent of exports; but 


what percentage of production? 


MR. ROOTES: Well, about 54 per cent, 


ie thinks 


THE CHAIRMAN: It is 50 per cent of the 


production for domestic- 


MR. ROOTES: Yes, that is right. 


THE CHAIRMAN: Which are the biggest export 


markets? 


MR. ROOTES: Well, I would say that the 


United States and Australia are the biggest two 


markets -- export markets. 
THE CHAIRMAN: Still Australia? 


MR. ROOTES: Yes, the United States and 


Australia; and, of course, 


the continent of Europe take 
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as a whole is a very big market. I would think 
that Canada is -rrrabjJy the third Biggest. 

THE CHAIRMAN: May I then, for a moment , 
discuss with you a recent action? 

MR. ROOTES: Yes. 

THE CHAIRMAN :You heard comment here 
yesterday on the discriminatory character of the 
Sales and excise tax? 

MR. ROOTES:) Yes, 

THE CHAIRMAN: As between the imported car 
and the domestic producer. Would that make you 
feel that there was some basis for distress on the 
part of -- if you were a domestic producer wouldn't 
you have been rather worried by seeing them imposed 
at that level and higher levels? 

MR. ROOTES: Well, I think I would look 
at it as it is today with this $150 increase, which 
is quite serious for us. 

I think I can express it this way -- this 
probably is slightly easier for me -- and that is 
that my company has available 2,200 dealers in 
England. The price at which we invoice to them 
includes all our sales after sales costs; in other 
words, advertising service, sales and administration -- 
the whole of our costs. When we export overseas 
obviously those costs are not carried in the 
United Kingdom but are carried on the overseas 
market, and, therefore, it is normal for us to invoice 


at a lower price to the overseas market. 
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Under this new regulation which has just 
been established we are now paying sales and excise 
tax on the price for sale to the dealer in the Uses 
therefore, we are paying the sales and excise tax 
on all our sales cost in the United Kingdom. I 
Submit that that is really very comparable to the 
price at which the sales and excise tax are spread in 
this country. 

THE CHAIRMAN: On the other hand, the 
domestic manufacturer is paying sales tax on a price 
which covers a great deal more items because it is 
at a high level? 

MR. ROOTES: Well, I agree. 

THE CHAIRMAN: Putting all the costs of 
selling together; and the domestic producer pays 
sales tax on it. The British importer doesn't. 

MR. ROOTES: But we pay on the basis of the 
whole of our sales cost in the U.K., which is a 
comparable figure. 

THE CHAIRMAN: But it is obvious that the 
earlier ruling was one which would have -- you 
can understand it being objected to? 

MR. ROOTES: The reason it was done was 
because Customs and Excise recognize that those 
costs of sales and also our volume were not 
comparable in the U.K. to what they were earning. 

THE CHAIRMAN: I guess we won't go back 
into that because I wasn't present; but I think it 


was intended to give you an advantage because at that 
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1 Stage the market needed it and we could afford to 

2 give it. 

3 MR. ROOTES: Yes; it was done on the basis 
4 of cost of sales. 

5 THE CHAIRMAN: But you heard yesterday, 

6 again, that even the present basis isn't Quite -- 

7 that until the domestic producers are allowed to 

8 presume a Wholesale and be allowed to be charged on 
9 the assumption that they are giving a discount to 

10 a presumed wholesaler there would not be equity on 


11 the basis of the excise which is intended not to 


12 affect the competitive position of the two countries. 
13 MR. ROOTES: Mr. Walker stated yesterday 
14 the difference in the sales price tax paid ona 


I Canadian car and on a Vauxhall was, I believe,$51 or 


16 $53. If our price was going to increase by about 

£7 Ot Ole wie 

18 THE CHAIRMAN: That raises another problem. 
19 The decision of the National Revenue surely did two 


20 things: It changed the basis for sales tax and 
21 excise but it also dealt with that which we 
discussed more privately... 

Wig HOCTES s Yeswe= 

THE CHAIRMAN: ...usingthe language which we 
didn't like -- the "dumping aspect”. 

MR. ROOTES: Yes. 

Tuk CHAIRMAN: I have here a book by Maxcy 
& Silverston in which there is the statement: In 


nearly all cases the whole market prices of these cars 
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are below the prices of the same cars in the three 


export markets quoted." I haven't got the correct part. 


any rate,what I am getting at is that the export 
price seems generally to be a little below? 

MR. ROOTES: For the reason I have explained 
-- our costs of sales are not in the domestic 


market, they are in the overseas market. 
THE CHAIRMAN: So far as dumping is con- 


werned, it is the relationship of the export to 
domestic price? 
MR. ROOTES: But there are very few countries 


where such a duty is imposed. 

THE CHAIRMAN: “hat about your own dumping 
duties? Suppose we send you cars instead of the 
other way around? Wouldn't ie find ourselves treated 
aS you are now suggesting that we should be treated? 

MR. ROOTES: I am not suggesting that, but 
I believe that in most countries it has to be proved 
that dumping haS taken place, and it isn't automatic. 
In the case of Canada it is automatic. That is why 
I think the problem arises that we have to invoice 
here at a higher value. 

THE CHAIRMAN: Under the new rule it will 
be possible for you to prove that you are entitled 
to more than thé 20 per cent? 


MR. ROOTES: Yes; but still based on our 


discounts in England. 

THE CHAIRMAN: The fair market value in the 
domestic market? 

MR. ROOTES: Yes. 

THE CHAIRMAN: This is the law. 


MR. ROOTES: Yes, it is the law; but what I 
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am saying. 1s "that... 

2 THE CHAIRMAN: It is bad law? 

3 MR. ROOTES: No; it is more stringent; 

4 because in other countries we can invoice at a lower 
5 price than we can in Canada. 

6 THE CHAIRMAN: But the effect is that, in 

7 terms of the law, this change is merely putting into 
8 effect the rules that you have supported. This is no 

change in the law, 

9 MR. ROOTES: It is a change, so far as 

10 we are concerned, of importance. 

11 THE CHAIRMAN: It is a change in 

12 administration? 

AS MR. ROOTESs’ Yes. 

4 THE CHAIRMAN: Yes; but I do say that the 
45 Canadian public is entitled to consider whether 

ae its domestic producers have to compete with 

17 . their domestic ee or 

importers who are selling below/who are selling 

8 at their domestic price. In other words, there are 
od some people who would say: "Iet us take them." And 
20 that would be very hard... 

ss MR; ROOTES: It’ is not “a questionvof “that, 
= is it; but I do suggest from the point of view of 

as Canada as a whole that you must look at it from the 
at point of view of what we are purchasing; that is, 

- the over-all trade balance must be affected, 

ae and the fact that we are buying so much more from 
v Canada and are exporting British cars to Canada, 

oP representing a very big percentage of our total 

sie exports, does mean that if we allow a continued adverse 
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balance of trade it is g0ing to be very difficult 
and it will affect workers in Canada and to quite 
a big extent. 

THE CHAIRMAN: I can assure you that I will 
not consider the automobile industry in isolation; 
but, nevertheless, I must press} youra A1ttle. catnis 
particular aspect of the automobile industry. On 
these oth:* arperts you will be supported later in 
the afternoon, I think, by an organization from 
British Columbia and by others. 

One of the interesting thngs to me -- and 
I don't know whether it is fair to ask you to 
comment on this -- is that the real problem of 
competition from imports comes from two American 
firms in Britain rather than any of the English 
firms. Is it, really, that the Americans with their 
knowledge of the North American market have, in 
fact, been able to do something over here that the 
English -=- the truly English -- firms havernot 
succeeded in doing? Take out Ford and General 
Motors and we wouldn't be worried by the English 
imports. 

MR. ROOTES: I think, to start with, it is 
quite obvious that Ford must have an advantage by 
having so many dealers operating in this country. 
That is why we are spending so much money ine building 
up an organization over here. It takes time to 


develop this organization which we are now doing 
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1 doing and have done, and we have got service across 

2 the country now. 

3 I think Mr. Walker said that he was 

4 entirely independent of Detroit in what he decided 

5 to do, and I think in the case of British 

6 manufacturers the same thing is true -- that they 

7 decide on the methods of distribution. It doesn't 

8 mean that the British manufacturers are not doing it, 
9 and they are doing it and their volume is increasing. 
10 THE CHAIRMAN: You said how much you love 

11 us. To show you how much we love you, why don't you 
12 come and live with us a bit? 

13 MR. ROOTES: You mean assemble? 

14 THE CHAIRMAN: Yes. 

15 MR. ROOTES: First of all, let me say that 
16 in our industry in the United Kingdom we are 

17 certainly not averse to assemble. We assemble in 

18 mny countries of the world -- Australia, South 

19 Africa and New Zealand -- all over the world. 

20 THE CHAIRMAN: But, just a minute. What 

21 level of tariff have they? 

22 MR. ROOTES: I couldn't tell you; it is 

23 rather complicated. 

24 THE CHAIRMAN: Very high? 

“as MR. ROOTES: But the reason why we do not, 
26 or have not assembled, in Canada was because it has 
27 not proved, on our figures, to be economical to do So. 
28 It is somewhat easier for the United States 

29 manufacturer to assemble here than 4at 2scereus, 
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because, first of all, they are just over the 


2 
border and they can ship their parts up comparatively 
« 
easily. We have 3,000 miles across the sea. We 
& 
have to pack the parts in special packages and have 
S 
to treat them specially to avoid the effect of the 
6 
sea, and the costs are high. 
7 
Secondly, whilst we sell a lot of cars 
8 
here the volume, with the exception of Vauxhall, 
9 
is quite small. It is not maintained at about 
10 
5,000 units per model, and, therefore, it is 
11 
difficult to produce at an economic rate for such a 
Wed 
small volume of production. 
13 
THE CHAIRMAN: Have you told Mr. Grundy this? 
14 
MR. ROOTES: Mr. Grundy said 10,000 and 
ifs) 
others said 5,000. 
16 ede 
fhiso, of course, our specifications are 
17 
so difficult that we would not be able to buy spare 
18 —s 
parts, or production parts, from existing sources, 
19 ‘ 
and I am afraid Mr. Grundy will be disappointed if 
20 > es > 
he thinks production we introduce into this country 
21 : : ; 
will help his buying, because T don't think 26 
22 
would. 
20 
Fourthly, our labour costs are somewhat 
24 ; 
lower which, again, offsets, as it were, the case 
25 ° ° © } a i 
of the States which 15 slightly higher, and so tar 
26 : 
as British Columbia is concerned. We ship to 
2 
; there by the Panama Canal and can land there at 
28 ' 
lower freight rates than if we had to pay the 
‘a in B.C. we would be 


internal freight rate and 
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considerably worse off. 
All these factors lead us to believe -- 
to think -- that under present conditions it wouldn't 


be economic to assemble. 


ANGUS, STONEHOUSE & CO. LTD. - ell - 
TORONTO, ONTARIO 


1 THE CHAIRMAN: The present conditions, 

2 anyway, the tariff conditions, of course. 

3 MR. ROOTES: “Yes. 

4 THE CHAIRMAN: And this is the way you have 
5 been induced to assemble elsewhere? 

6 MR. ROOTES: Yes. It would take a very 

a high tariff to make us economic. 

8 THE CHAIRMAN: I have been trying to get 

9 people to give us very rough estimates. 

10 MR.ROOTES: I would be glad to do so later. 
11 THE CHAIRMAN: I think this is important. 

19 MR. ROOTES? “We like to” employ” locat™tavour, 
13 VOL it’ is no good’ if the» price” is“coinge toe verso 

14 high to the consumer that they can't afford the 

15 better products. 

16 THE CHAIRMAN: Perhaps I should ask this of 
17 Someone else, but since you will have some influence 
18 on your government, I think it is fair. You have 

19 heard us discussing possibility of integration with 
20 the United States or with any other country that is 
21 prepared to go with us. Now, any such arrangements 
22 would, I suppose, be considered in Britain as 

23 reducing the margin of profit. 

24 MR. ROOTES: The thing is, I think, that our 
25 problem is slightly different to the States in that 
26 we are 3,000 miles across the sea, and therefore 
27 anything that is done is more difficult. Mr. Brownridg 
28 has mentioned Norway and Sweden. Now, as from the 


29 first of September all import restrictions have been 
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taken off in Norway. So I don't think this is a 
very valid case for integration. But as far as we 
are concerned, we do buy as replacement costs quite 
a lot from Canadian automotive parts manufacturers. 
I know in our case we buy all glass, aii 3tires , 
most of our accessories domestically in Canada, and 
we try the best we can to buy domestically. 

THE CHAIRMAN: Would you be prepared to let 
me have at a later date a statement of amounts 
involved? 

MR. ROOTES: Yes, certainly. 

THE CHAIRMAN: I am afraid you misunderstood 
my question. Once we would take on cars free, 
then we can't offer any advantages. Suppose we, 
by some such arrangement, make freer movement of 
cars between other countries and us, would you in 
Britain feel that this, by narrowing the preferential 
margin, was something for which you would want to 
get other advantages in return? [In other words, 
do you consider that we can't arrange, get any 
freer trade with anyone else because we have given 
you a preference? 

MR. ROOTES: Well, you have asked me 
personally, but I am afraid I don't know what the 
government's attitude to that would be. 

THE CHAIRMAN: There seems to be only one 
item on which I can get almost complete unanimity. 

I failed politically this morning. I take it you 


a 
consider the excise/tax which might reasonably be 
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removed on both imports and domestic cars. 

MR. ROOTES: We would most certainly 
welcome that, yes, sir. 

THE CHAIRMAN: Since I have to build up 
evidence on this, do youin Britain impose any special 
tax? I don't mean licences,and so on? 

MR. ROOTES: We have a purchase tax, yes. 

THE CHAIRMAN: This is on everything? 

MR. ROOTES: Yes 

THE CHAIRMAN: Is it especially hard on 
Cars? 

MR. ROOTES: It is 50 per cent 
of the wholesale price. It is very high. 

THE CHAIRMAN: What about furniture? 

MR. ROOTES: It is much less. I think it 
ie 20 per cent. I am not certain, 2 1s. much 
higher on cars than anything else. 

THE CHAIRMAN: So in a sense you can't 
tell the Canadian government that in Britain such a 
tax would be unthinkable? 

MR.ROOTES: It is one of our main points 
on which we are always pressing the government. It 
is an unfair burden. 

THE CHAIRMAN: It is highest on cars. 

MR. ROOTES: There may be something else, 
but it is very high. 

THE CHAIRMAN: What about refrigerators? 

MR. ROOTES: That is quite high; but I would 


think that motor cars are as high as anything except 
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pure luxury goods. 


1 

D THE CHAIRMAN: In other words, it is treated 
3 apa Luxury. 

4 MR. ROOTES: More or less, yes. 

5 THE CHAIRMAN: So in this case you are 

6 Joining with us in trying to get rid of it. 

7 MR. ROOTES: We are continually trying to 

3 get purchase tax reduced because it is one of our 

9 biggest handicaps there. 

10 THE CHAIRMAN: I think that is all that I 

1 want to discuss with you. I realize that in 

12 trying to get at the truth I have to probe and I 

13 hope nobody thinks that they are going to be able to 
14 guess beforehand what my ultimate conclusions will 

15 be by the nature of my examination 

16 Thank you , Mr. Rootes. 

17 MR. ROOTES: Thank you, sir. 

18 THE CHAIRMAN: I think perhaps we may 

19 adjourn for ten minutes. We will meet at ten after 
20 three. 

oy)” i 

Je THE CHAIRMAN: Before we resume, I would like 
23 to make two statements, one with reference to my 

24 questioning of Mr. Rootes about the possibility of 
25 them lowering -- giving us a preferred position in 

26 the United Kingdom market. I don't think that it is 
27 necessary to go into detail, but I am assured by 

28 various officers of the United Kingdom High Commissioner|'s 
29 Office that a misunderstanding may have been created, 


An ; 5a 
Rd ae rv io 


‘was # et dies vhs / j a "VAT AE a 
hh “to ee oh oe ov anion ahs 

“tt i ied aR ate ay "tatoot Sin 
ore te ‘eae al at Gatipose ‘wesw xed shildoma is 


Fr wna “qaotboad ‘tabsatd: 


t aeid 16 wt seat Stas 2 TAC ARTS Se 


toy of De 
. ‘i deuit skhtoed F¢ 
| ' Tt Dow ‘pin ov ovat Ladue nly te jon oF ah hid 


| om? sida ad og wllog sts tarid 


[hiw endseclorse fame ary mm grde onadero%ed seas 


» hells anieexre Yo aucdeq $n7 vi od 
¥ 


ee vi 
sie 9 bw ays) * “ets ‘ 


Woy sins? 


Ske .ugy aned® sharon <M F 


Chay 


gan ay strartysa." se Ho I | pian 4D tT 


2 BES MPR ee ; +O oR ae ae eer 
99734 sta} te gaoun tiew aw SOILGL0 299 507 Bret be 


, de TA7 


een e949 


‘i hh tievey i  ouusees Sha vrotkger sot spi £85 aHT 


= 


mm of snrinetet ifiv ane  einame Gogg ‘ond ‘aoleen og 


“de ysbLtdlilead. tid diots sadook Ot Yo. gitictesaun 

it) dottkieg byrsateng a =i galved -- snizewal todd 
sh 2h teed donde P1adb 2 tenon mmabyats Tbeatatl et 
Pe ud Gewees We tT toe ettiitet ‘otal os of Ytaersywa 
Pitesti rigih ‘neta: bb Y 


i potas naes eved “in aie 


i - 


“eta 10 scanty. hadoaeiee 
T ” 


Soon Aalw sawsarh o? gage 


dade euete wheton: sdort 


i ; 


_t 


as 


s 


HB SR RAS 


——- 


29 


30 


ANGUS, STONEHOUSE & CO. LTD, EAS 
TORONTO, ONTARIO = 


and that the difficulties of negotiating anything 
of this sort under GATT is much greater than I 
Suggested. However, it is of no real importance in 
relation to my commission, I think. I was merely, 
Iam afraid, trying to draw the attention of the 
United Kingdom to the fact that they operated behind 
the tariff and that they should be a little more 
Sympathetic when we were worried about free entry of 
English cars, and my proposals for entering their 
market were not being very seriously pressed. 

However, I should also make a clarification 
with regard to the special duty which I like to call 
a dumping duty, and the suggestion was that this was 
not quite proper. I would like to make it clear 
that the fair market value or value for duty based 
on price in the country of export is consistent with 
GATT, that the Canadian law was changed in 1948 to 
complyewith GATT. Ate-any rate, on this particular 
point we are not in any trouble with GATT. 

The next submission is by Volkswagen Canada 


Limited, by Mr. Jansen. 


———— 
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y 
Present: Warner Jansen, 
3 Managing Director. 
4 
MR. JANSEN: Mr. Commissioner, may I first 

z express my gratitude to be able to present the case 
4 of my company to you today, Volkswagen Canada 
A Limited, and may I state at the outset how grateful 
‘ we are for the splendid acceptance which we have 
: found in this country ever since we came here 
a eight years ago for our product, as a company and as 
os individuals. Obviously we are not qualified to 
i comment on the difficulties of Canadian automobile 
manufacturers. I should therefore restrict myself 
2° to pointing out a few areas in which we feel that 
= Volkswagen makes a rather important contribution 
- towards the Canadian economy. My brief speech 
“| will be divided into three such areas: Firstly, 
. we feel that Volkswagen fills a need in this 
“i country; secondly, Volkswagen sales in Canada help 
= West Germany buy Canadian products; thirdly, 
= Volkswagen provides employment in this country. 
22 


The first point, Volkswagen fils a need i 


19 this country. Volkswagen is, of course, of 


a size and type which has not been made and is 

not being made in North America. That did not 

come about by accident. Volkswagen came from a 
country where, as a consecuence of the second world 
war, the standard of living was comparatively low 


and where costs for operating were extremely high 
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and still are extremely high, especially costs 
of taxation, insurance, and this had to be taken 
into account when we designed an automobile for 


postwar Germany. 
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4 Secondly, we have to apply certain te chnical 
P features which were in keeping with conditions in 
6 Western Europe, and which we found out afterwards 
7 were iauch to tre liking of quite a few Canadian 

8 aistomers, and I mention only air cooling gear. I 
9 will not go on enumerating the advantages of 

10 Volkswagen because otherwise you might be under the 
1 impression now that we know that Mrs. Bladen 

12 has bought a Hillman that I might try to talk you 

into a Volkswagen! 

13 

14 THE CHAIRMAN: She didn't. 

15 MR. JANSEN: The success story of 

16 Volkswagen is pretty unique, and for that reason 

7 I will take the opportunity of expounding on it 

in a few sentences. 
18 
19 The production of Volkswagen started in 


19438 and conprised 4,000 units. The production in 
1959 was 705,000 vehicles, and in 1960 we expect 
to produce 850,000 and in 1961 we expect confidently 


to reach the one illion mark. 


This production is possible and the cost 


of expansion is made possible because the production 


48 based on a very large home market. Next year 


the West Germany home sarket alone will absorb 


‘nore than half a :illion Volkswagen vehicles. 


Tn addition, we started early to build 


up our export organization which now comprises 


130 countries. The proportion between inland 
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market and export countries being about 50-50. 

We employ 53,000 people; we have been working in 
two shifts since 12 years ago continuously; we 
have never laid off our personnel; we have lost by 
sorike only two hours in le years. 

The success is mainly the result of a 
sood product, and I have to say that because perc 
a salesman. However, it is just as iamuch the 
result of Volkswagen's basic philosophy, and that 
48 to maintain a basic design and to introduce 
improve.aents whenever they are ripe.for production. 

We have never subscribed to the idea of 
end-year model changes; we have never spent oney 
simply to create an end-year ‘nodel change. We 
never have subscribed to the idea of building 
artificial obsolescence in an autonobile. That 
is not my term, but it has been used vn various 
occasions before. 


The happy result is, then, that customers 


all over the world have come to Like these basic 


ideas, and that the re-sale value of a Volkswagen 


is notoriously higher. In other words, we try 


to protect the customers! investment in the auto- 
mobile vather than trying to devaluate it. 
that there 


I believe I an safe in saying 


42 no factor in the world today which adheres to 


this one «model policy as strictly as we do, and 


which has production figures which are equal or 
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3 nearly equal to ours. 
= You heard yesterday Mr. Walker say that 
5| Vauxhall production is, I believe 250 or 280,000 


6 units; ours this year is 850,000. The ultimate 


7 Pesci Of all this is, of course, that money is 

8/ not spent, as I said, on changes; money is spent 

91 on improving our product, on increasing and in- 

10 proving our production facilities, and the ultimate 
11] result is then a higher standard of quality, and 


12 that is where the custo.uer benefits. 


13 A happy by-product of our design is that 
14 it is operated at very low cost, and this is @m 
15 4tem which we didn't think would be too important 


16 in Canada when we came here, but we found to our 


17 satisfaction that it is very appealing to Canadian 


18 consumers, and then, of course, there is the small 


19 size of our car which contributes to better 


20 ‘anoeuverability, an item which we were forca to 
21 eloquently underline this aorning. 

22 Now, to summarize, we feel that we have 
23 created an autouobile which is unique, which does 


not exist on the North American market, and we 


even believe that we can clain a modest share in 


the change of thinking of the North Anerican tanufacturers. 


We were not 4ncluded in the first wave 


of imported cars, which Mr. Todghain vividly des- 


cribed yesterday; we were the gecond wave, and 


and the fact 


a ore successful wave, apparently, 
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that Volkswagen's conception has caught on so well 
undoubtedly has helped to change the North 
American aanufacturing thinking in many respects. 

We noticed this year no addition in 
comercial vehicles. We are satisfied with this, 
obviously, and we feel that it helps to underline 
what we have been preaching for years, that 
transportation can be economical and at all costs 
can be honest and sincere. 

The second area where we feel we are 
vaaking an important contribution is in trade 
relations between Canada and Western Germany. It 
43 a truism which is given to us, but I must 
repeat it; that trade is a two-way street, and 
Canada long ago recognized that she must buy 
fron her customers if she wants to be successful 
in her export trade. Canada occupies a very 
high position in export trade, and it so happens 
that West Germany in total volume for export and 
import occupies the third position as Canada's 
customer. 

I will give one or two figures here. 
Canada purchased during the last seven years since 
we have been here, $560 illion-worth of goods 
from West Germanys West Gernany bought over $818 
million, out-of which $340 taillion was spent on 


Canadian wheat. 


NOW, Volkswagen's share in West Germany's 


; a 
: ov) Os bi ' 
sniteae ome as 


yo Pits | ' rem 9 Pet jah Sen ab tenes ors ‘ 
y a Mise Gu fers ,QVIIOD & ‘Hispswanlov Jerid 
¢ + M , . i 
rs ss gs | 2 ee e 
o 3f1 anne > Oct a Rees 5 7 vrerr 
SIPS Ov OSG let Bed ylbstepohre; 
: * oe oh Weitegas i. a. eS : 
t “Ve / CRESHEAS Dalesdse sas: -teokrendt 
#%. 
. - er © 3 sPhcke 
, ee 42 Cane ae 
; nheew ; aay F ¢ ' f , i 
i Pet Ssloidey I[atovremos 
s 2 { ie : 
7 - a ee - * . y iy 
f : t Pee . 1 ‘h¥e fe. i= rom B < 
; c aa } S £ hee « VIGUOFPVGIS 
the i ye r 7. awe *h¢> Alu: 
-4 41980 sysa sw dete 
_ ; 
‘ om ? By Fira 
‘ . “> rege 7 r+ 
4 < F Saf V tow") feSiS Ig 
4 , * \ ° * 
. : cee ~ 2OSlio 2 JI89D 
- . aed Tr 
A. 
™~ - * » i 
j ; ~ me. , r my rules 
\ ~ ‘ ih ids ee ~ 7 | 
’ - 
a wis MSswiyou: soot Js Loer 
re 
~ of ¢ . a ane ~ 
KiiW ALT 2 Gs 
C v oi Sr i em a? ‘ y 
+ ~ r a 
: * Va, 
- - ~ t ~ 
{ 2 : J oe 
, , as ie =z) LY ' au 
; 4 f r aa ? 
3 : X ~ 4 of : 
: 5 eras - 183 ' ; ? - 
- v we a _ ALE = é é 
a Ks at - 5 
; : 
? f a id ; + 3'f ty? ° at ) f 
+s Terosyeu 
m x17 va ‘eae fiw 7 
J 4 ; 4 sas 3 . A WV +e 
od 
- ' , N 
i. > 4 => ° ee | pre ee 
: “ “ pf he SMT) JCS o Toy lay 
: re = 
by 4 ' 2 
Ste tA & wtnew. - - 
{OL 4 “Y «9Ten 95900: avan. ay 
< % . 
. - 1 Mera” le ms ‘nes. " 
3 OK Aytct WY VOOW- IViSrITsL -daoss | is 
‘ 


/ '- «8 9ory nether) 


Las Tow! ai *280R a aeyswe1LoV wom). a 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 222 - 


export is about 25 per cent. Lt tis: ‘by Para the 
largest single ite1 in the trade relations between 
the two countries, and it is easy to see how important 
Volkswagen is, then, in saintaining a proper balance 
of trad. between the two countries. 

May I mention in this connection one 
factor which has not been entioned before, but 
which is quite interesting to lnow; the custo 
duty, the amount of custou duty which we paid in 
the seven years of our operation anounts to $138 
“Million, and this is in addition, of course, to the 
sales am excise tax, which in our case amounts 
to roughly $20 million. 

There is one ore interesting sideline, 
if I may mention that. We can assume that 
Volkswagen customers by buying a Volkswagen, have 
saved on the average $1,000 as against purchasing 
a Canadian automobile. If you ailfiply this 
figure by the 130,000 vehicles which we have sold 
so far in this country, you cone to an aiount far 
above $100 willion, which amount was “ade free 
for spending on other consuxrer goods, and also 
apart froi the gavings in operating these auto- 
mobiles. 

My final point is that Volkswagen gives 
enploynent to quite a few people in this country. 


First, our own operation on the Golden Mile in 


Toronto-Searboro, Wwe enploy 450 people; we have a 
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3 Spare parts depot with an inventory value of $9 

4 million, and we have one department to which I 

5 would like to draw some attention; that is, our 

6 reconditioning departnent for reconditioned engines 


7 and transmissions. 


8 One important ite design feature in the 


9 Volkswagen is that the engine can be changed in 


10 lese Gian one hour. Our imechanics at the 

11 Canadian National Exhibition two years ago demon- 
12 preecea 2, did 1b in Seven “ainutes, and, of cource, 
13 nobody wants to believe it, but it is true, it 

14 can be changed in less than one hour. Obviously, 
15 this advantage can only be expounded if our dealers 
16 have engines ready in stock, and in order to 

17 shorten the pipeline, we have undertaken to re- 

18 condition these engine transmissions ourselves. 

19 Two, it is not a very big operation; 

20 we employ only 50 mechanics, 50 skilled mechanics. 
21 What we wanted to do -- and for that reason I 

22 mention this -- wherever possible we tried to 

23 eaploy Canadian labour. This is important because, 
24 although it say sound strange, we would be able to 
y 4s) send such engines to the factory in Wolfsburg, 

26 bring it back and pay transportation costs both 
a7 ways and still deliver the engine at a lower price 
28 than the reconditioned engine in Canada. We atell 
29 do it here. Our dealers like it. 


30 We have a dealer organization of 320 
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dealers all over the country, and they in turn employ 
about 412,000 people, and we have made investments 
on fixed assets alone of about $19 million. It 

is also important to know that nearly all these 
dealers were not franchise dealers before; lots of 
them were built up when we ame here from the used 
car dealers and fron zeneral repair shops and even 
from the foundation of new businesses. We haven't 
infringed on anybody's territory; we have never 
tried to take away dealers from any of the existing 
companies; we have built up our own organizations. 
Tt is a lengthy process, adaittedly, but it now 
turns out to te a very successful one. 

All of our dealers are, I am happy to 
say, financially in a very healthy condition, and 
practically without exception ‘they are still with 
us after seven years. 

That is ay subaission, sir. 

THE CHAIRMAN: Let me ask you first what 


are the most favoured rates on automobiles entering 


Gerany? 
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2 
3 MR. JANSEN: It is constantly reduced now. 


4] As you know, we belong to the econoiic coumnon uarket, 
5] the six countries being Belgium, France, Its’y, 

6| Holland, Luxembourg and West Gernany. The rate in 
7| the beginning was 20 per cent, roughly, and it has 


8 now been reduced on the average to about 15 per 


9i cent. The rate will be decreased in this area -- 


10 THE CHAIRMAN: Within this area? 
11 MR. JANSEN: Yes, within this area -- 


12|| in the course of a further eight years to nothing or 


13|| zero. 


CHAIRMAN: What about the rates for 


td 


14 Bue 
15|| those of us who are not within this area? 


16 MR. JANSEN: That is an undecided issue. 
17| we have EPTA and the co:mon market. It would be 

18 extremely desirable to have the two areas, EFTA and 
19|| comnon market, into one. For that reason many dis- 


20| cussions have been going on, but I cannot predict 


21) anything. 


22 THE CHAIRMAN: And all of thie state 


excludes Canada? 


MR. JANSEN: Yes, Canada has not really come 


up because there have been no Canadian exports to 


West Germany. 


THE CHAIRMAN: What has the new value for 


duty ruling done to you, or do you know yet? 


MR. JANSEN: This has not come as a 


surprise; I say that 4n all fairness. Secondly, 


| 
| 
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2 2 . 
I recognize, in all fairness, that it is completely 
3 
within theright of the Departuent of National 
4 
Revenue to do what they have done. We have en ,oyed 
5 
the best of treatment for eisht years, and the 
6 
English have for ten years. We knew it would come 
7 
at some Sime. It has now come, and we are prepared 
8 
‘ig a ea ee 
9 
THE CHAIRMAN: Have you any estimate as 
10 
to wnat difference it will make to your price? I 
11 
am not asking you for anything that you do not want 
12 
to divulge, but what is the order of magnitude 
13 
of -- 
14 ; 
MR. JANSEN: It falls into two categories. 
£5 
First of all, we must pay a higher purchase price to 
16 
our factory, and on that higher purchase price we 
17 
must pay a higher duty, customs and excise, and 
18 : 
sales tax. The latter one can easily be determined. 
19 = 
That could be $50 or $600 per car. The other, the 
20 : 
price at the factory, has not been deteriined yet. 
21 * 2 ° ; 
That needs sone serious discussion in Wolfsburg, 
22 
of course. Sone English manufacturers ay absorb 
7) 
this portion of it. I cannot make such a state- 
a ment, hue I can assure you it will be nothing that 
25 
hurts our business very seriously. 
° THE CHAIRMAN: Of course, if they do 
27 ; a ae 
absorb it there remains the question of whether 
a the Departuent of National Revenue will think they 
29 beeen a 
have been selling below the fair market value. 


30 
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2 MR. JANSEN: Yes, it depends on each iarket, 
3 of course. 

4 THE CHAIRMAN: You have not told us the 

5 domestic sales last year. The domestic sales for 

6 the Volkswagen would be what? 


7 MR. JANSEN: For the past year, 350,000, 


8 and for this year about 400,000. 

9 THE CHAIRMAN: And the Canadian sales 
10 are what? 

11 MR. JANSEN: They would be about 4 per 


12 cent, I would think -- no, they would be ore. 


13 We sold last year a total of 32,000 units, and we 
14 expect this year to reach about 34,000. That 
15 includes comuercial vehicles which constitute 


16 about ;4,000 out of the total, and out of 400,000 


17 roughly 32,000 would be about 4 per cent. 


18 THE CHAIRMAN: And your exports are to 

19 30 countries. Where does Canada rate in this list? 
20 MR. JANSEN: Second; a very good position. 
21 THE CHAIRMAN: Who is first? 

22 MR. JANSEN: The United States. We 

23 expect to sell in the United States, as a matter 


24 of interest, next year aybe 200,000 vehicles made 


25 up 150,000 passenger cars and 40,000 trucks. We 

26 are the only inporters, if I can make such a state- 
27 ‘ent here, which has increased its share last 

28 year by a uargin of about 40 per cent. 

29 THE CHAIRMAN: You heard me argue a little 


30 strongly with the Hon. Mr. Rootes the question of 
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of whether these imports were added to the market 
or whether they were competitive. Do you consider 
your cars being simply added to the total sles, 

or would you go along with me and admit that at 


least in part they have cut into sales of domestic 


cars? 

MR. JANSEN: i an ready for such 2h 
admission right away. I think you have definite 
segments here so that I can take advantage of the 
situation by saying that our car is more unique, 
if I may use that adjective without talking down 
the English cars. Our car is different from what 
now exists on the market, so the probability is 
that the segment we have added to the industry is 
ereater in our case than in any other. 

THE CHAIRMAN: But I have to treat you 
as a competitor. 

MR. JANSEN: Of a minor nature, I hope? 

THE CHAIRMAN: I also have to follow the 
game line of question as I did before when I 


4ndicated how happy we would be to have the British 


‘~anufacturers living in Canada with us. What 
inducenent would we have to offer you before you 
expanded your engine reconditioning to assembling, 


let us say, in Canada? 
MR. JANSEN: As to assembly, sir, 


le 


assembly, as is known, does not create many jobs. 


Tf we really go seriously towards securing jobs 
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for Canadian labour we would have to go into manu- 
facturing, obviously, and that is a very difficult 
matter. It is not a matter of incentive as 
much as it is a matter of structural differences, 
and that has not been sentioned in the discussion. 
Mr. Rootes did not mention -- and aaybe 
I might say it now -- that in judging such possi- 
DitoeoLes 10 18. inportant, in.wy opinion, Ve 
distinguish between the various countries of 
origin. If Anerican Motors and Studebaker can 
assemble and manufacture cars in this country -- 
this is difficult enough for thei even though 
their country of origin is the United States and 
they have a wage level which is even higher than 
that in Canada but, they have, at least, a chance 
to cone close to the price of an iaported product 
by doing what they do. Enzlish products and even 
more so, German products, come from low wage 
countries, although the words "low wage" should 
lead nobody to believe that we enaploy slave labour, 
or that we are living below the level of bare 
Tt is a case, as Mr. Todghaia pointed out 


existence, 


yesterday, of the normal conversion ratio. We 


pay a German worker the equivalent of 50 to 50 


cents an hour, whereas we pay hereoon the average, 


$2 an hour, or even “ore, and that is the basic 


issue. Can we compete in what we try to do here 


against such a low wage country where the wages are 
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athe “ratio-of 1to 3;"or IP te"341/2\ Secondly, 
can we ever hope to come close in quality and in 
production techniques to a factory which produces 
next year one million cars, as against our 30,000? 
That is the basic issue. In other words, how 
expensive can it be made for the Canadian consumer 
to buy a Volkswagen because it is wnade in Canada? 

THE CHAIRMAN: That is what I meant by 
aoKking-how big is the anducement. “Can Depress 
you a little on that point? Is your assembly in 
Germany all in one plant? 

MR: JANSEN: Yes, in one: plant yin 
that we are pretty unique, I believe, too. The 
main factory is at Wolfsburg, and there we employ 
45,000 people, and all passenger cars are assenbled 
in the one factory, and all commercial cars 
in another factory, in contrast to the United 
States where there are many asseubly plants all 
over the continent. 

THE CHAIRMAN: The general view seems 
to be that the economies are not so great in 
assembly as they are in manufacture? 

MR. JANSEN: That is right. 

THE CHAIRMAN: But you find the econo:uies 
in assenbly have been so creat that you have 
concentrated it in one operation? 


MR, JANSEN: That was not our basic reason. 


The reason why we started at Wolfsburg was because 
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thefactory was in existence there during the war, 
although it was destroyed by practically two-thirds 
and had to be rebuilt. That made us start in 
Wolfsburg, which exists only for Volkswagen pro- 
duction. Later on we found we could not draw 
enough labour from this one place and we had to 
move to other cities, such as Hanover, Kassel and 
Brunswick. The labour situation in Germany is 
very different from what it is in Canada. We 
have no unemploynent. As a matter of fact, we 
have a million jobs vacant which cannot be filled. 
In the case of West Germany it is not a case of 
exporting unemploynent. 

THE CHAIRMAN: In other words, we 
could relieve the problem to West Germany by 
buying fewer:cars? 

MR. JANSEN: Yes, you could. 

THE CHAIRMAN: I do not think you will 
find you will have iany friends who decide to 
show their friendship in that way. You have heard 
me @iscuss with the Canadian coipanies who have 
Anerican parents the possibility of some sort of 
integration, some sort of production-sharing or, 
to use Mr. Brownridge's phrase, so.1e sort of 
production bridge. when I think of this, I think 
not only of the United States, but of any country 
where this would work. Can you see any possi- 


PiAlity, if the Volkewagen copleted car ca.le in 
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free to Canada, of it paying Volkswagen in Germany 
to inport components more or less to that amount? 
MR. JANSEN: It could definitely be 
explored, and I would promise our full co-operation 
an exploring it. Maybe the Parts Manufacturers '! 
Association and I could get in contact and find 
eut what Canada can offer, and our factory can 
find out where we need relief, and it could well 
be that we could establish such direct inter- 
company trade relations, although the obstacle 
in the way of prices again is very stiff, especially 
when transportation costs plus existing Germany 


duties are added. 


THE CHAIRMAN: What would be the duty 


on parts going into Gersany? 
MR. JANSEN: I do not lmow off hand. 


THE CHAIRMAN: Tt could be rather higher 


than the American? 
MR. JANSEN: Yes, it could be, but I 


might say this is interesting, froa an economic 


angle. The Geraan Governient is suffering fron 
WO 


an over-heated econoaic boon at present, strange 


as it aay sound here in Canada, and is at present 


trying all possible ‘eans to increase iaports 


into Gernany in order to increase the offerings 


of coods in Germany with the hope of keeping 
LO 
prices in Germany down. we are only thinking 
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in terms of tax relief to iaporters. One exanple 
is that the importation of autouobiles is conpletely 
uninhibited into West Germany. The result of that 
is that Fiat from Italy was last year 

the third largest selling wake of car in West 
Germany. That is surprising in azcountry which 

has such a strong automotive industry. We try to 
‘atice more Fiats into Germany in the ‘hope of 
relieving this pressure of being over-heated. With 
reference to this aspect of inter-company trade 
relations I might say that two or three years ago 
we switched the purchase of magnesiui, which we 
were buying frou Norway, completely to Canada to 
the anount of $1.5 million per year. That; vacain, 
is not.very much, but it is the first step and 

it can be exploited even further. 

THE CHAIRMAN: What about aluninum for 
aluninua parts? Does this play any part? 

MR. JANSEN: Yes, we use magnesiua 
alloy, which is a step further, we feel, because 
it is lighter, but aluminun could be explored, 
too. There may be many possibilities. 

THE CHAIRMAN: I would be grateful if 
you would :zake such explorations and let :e know 
if anything develops that appears to be of interest. 
MR. JANSEN: Yes, surely. 


THE CHAIRMAN: Thank you very much, Mr. 


Jansen. 
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THE CHAIRMAN: Will you come to order, 


please? 


Now we have Mr. Nicholson, President of 
the Council of the Forest Industries of British 


Colunbia. 


SUBMISSION OF 
THE COUNCIL OF THE FOREST INDUSTRIES OF 
BRITISH COLUMBIA 


PRESENT: 
Mr. J. Nicholson - President 
MR, NICHOLSON: Mr. Commissioner, at the 
outset way I say, on behalf of what we consider to 
be a most important seguent of Canada's basic 
industries, how wch we appreciate the op- 
portunity to present our views to’ you todays. They 


are views of an entirely different nature from 


anything you have heard, but we are putting them 


forward in the sincere hope that you will find then 


useful’ to you in your inquiry. 


In view of your remarks yesterday at 


the opening of this inquiry that you had had 


an opportunity to read the individual briefs I 


propose to take advantage of your very practical 


suggestion and depart from the brief and touch 


on the phases in the submission which, I think, 


perhaps, are worthy of a little iore attention 


than some of the others. 
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Be 


The interest of the Forest Industries of 
Canada, and, prinarily, British Columbia for whom 
I speak, is quite different from that of any interest 
that has appeared before you. You , have heard the 
representatives of the automobile nanufacturers 
and you have heard representatives of the dealers of 
imported cars. We have heard sone observations 
from you, Mr. Commissioner, as a consumer; and we 
have heard, and pardon re saying so -- a very 
Jiiuninatine vend helpful presentation by Premier 
Frost. As a native of the free-trading Maritires of 
Canada and as a resident, for many years, of free= 
trading Western province, it was refreshing and 
encouraging to hear, fro. the part of Canada that 
we consider to be the protectionist section of the 
Dominion, the constructive line that we have heard 
from the grass roots level this morning. 

Now, as you know, the forest industry has 
a very special interest in “naintaining markets 
abroad. The forest industry is by far Canada's 
ost inportant, first in employment, first in new 
investment, first in net value of output, the 
highest taxpayers and the first producers for 
foreign exchange, and it is in this field that 
our interest arises. 


Approxinately one-third of Canada's 


exports are forest products; approxiuately so:ewhere 
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3} between 1,500,000,000 and 1,700,000,000 are derived 
4 froin the sale of our forest products abroad. But 

5| the special interest of British Columbia, Mr. 

6] Comaissioner, in this inquiry, arises out of the 


7| fact that we export 70 per Cent Of Our Berest aro- 


8] duction in this one province, and that 70 per 

9| cent represents more than one-eighth of the total 

10] of Canada's export -- commodity export. Practically, 
11] or approximately, 50 cents of every dollar that 

12] is earned in British Columbia comes directly or 


13 indirectly from our forest industry; and we ust 


14] export 70 per cent of that production to maintain 

15|| our existing econony without taking care of future 

16] population growth. 

7 As you have said in your introductory 

18] renarks, I am the President of the Council of the 

19| forest industries of British Columbia, but it 

20|| might be of interest to know that this Council 

21|| covers all sections of the industry fron the planting 


22! of the trees and their harvesting and logging 


through to finished products as far down the line 
as we can fo. We represent loggers, the 

lunber aanufacturers, the shingle manufacturers, 
plywood and so on, and our svecial interest, 


if I may use a colloquialism, is to “sound a 


warning note" on behalf of Canada's exporters 
CHab,-'in) crying vo provide iore employnent 


for the auto waanufacturing industry and the 
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3] parts industry, important though they may be, you 
4/ are not persuaded to recomend, or to make recon- 
5] sendations, that might make it nore difficulLc, 


6]| or, perhaps, inpossible for us to sell our export 


7| surplus in the forest, mining, fishing and 


8] agricultural production in the highly competitive 
9| world .aarket of today. 

10 It might be worth :entioning that, in 
11] the province of British Colwabia, in the forest 
12| industry there are nore people employed -- that 
13|| there are more than twice as any secple employed 
14] in the forest industry than there are in the 


15] automotive industry and the parts industry in the 


16|| rest of Canada -- snore than twice. 

17 Yesterday we had at least one of the 

18) representatives of the Canadian automotive industry 
19] advocate higher tariffs to encourage secondary 

20| industries, including the automotive industry. 


21| we heard the same gentleman and others recominend 


22 the repeal of what they referred to as the dis- 
23 crininatory excise tax on autonobiles. It might 
24/ be well, at the outset, Mr. Commissioner, to say that 


25|| tne Council of the forest industries of British 


26 Coluwabia strongly support any action that will 
27! correct taxing inequities operating against 


28 || Canadian aanufacturers. We have gone on record 


29|| more than once that no section or seguent of our 


30 Canadian industries should operate under a 
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3} discriminatory tax or a tax inequity. I an very 


4| pleased, because it is one of the few points on 


5] which I aa in agreement with some ofthe gsentlenen 
6] here. 

i THE CHAIRMAN: You are against the excise 
8] tax? 

9 MR. NICHOLSON: Yes; or any other tax 


10| inequity that might exist. But while we fo that 


11| far I repeat what I said at the outset, that we 


12] sincerely do not believe that any nove -- sone of 
13 which have been suggested here -- that would make 
14] it ore difficult and, in so:ue caseg, inpossible 
15] for our good custouers to buy our exports, should 
16|| be encouraged in order to further the interests 


17|| of the autonotive industry. 


18 There is unemployient in industry 

19| other than in the autonotive industry. In British 
20| Columbia, for instance, we have a serious unemploy- 
21| ment situation in our own industry, primarily in 

22| lumber, plywood and shingles due to the drop in 

23| hnouse-starts both in Canada and in the United States; 
24] but this has also affected the logging operation. 

25|| The only real bright spot of all four of these 

26|| sections of the forest industry of Western Canada -- 
27 the only bright spot is the substantial increase 

28 in export to the United Kingdoiu and to elsewhere, 


x Ad ra) a 1 . 
29| extending to Geruany, the two countries from which 
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most of our inavorted cars core to Canada. This 
inerease, Mr. Couaissioner, is largely due -- and 

this can be shown in the ease of the United Kingdon -- 
is largely due to the fact that these countries 

now have the dollar exchange with which to buy 
Canada's export. In this connection I shail refer 
to part of the brief which we filed with you. I 
refer particularly to pace 5, continuing on to 

mace 7, a& 1 think these figures are racvier 


startling: 


"As a result of the increased 
prosperity in the United Kingdon, 
brought about largely by the tremendous 
upsurge in her exports, Canada sold 
to Britain last year aluost one-third 


or ore in dollar-value than we bought 


if 


from that country ... 


and this year the indications are Shape ie wil pe 


such ‘nore than that -- that there will be at least 


two-thirds differential in Canada's favour. Last 


year the value of Canada's export was between 000 


and 700 :uillion dollars to Great Britain. This 


year it will be closer to $1 billion. Last year 


one-fifth of the goods, or the comnodities, that 


Canada exported to the United Kingdowu were forest 


products. This year the percentage WLLL be 


considerably higher. 
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3 During the period -- here I an departing 


a) 2r0m the brief to illustrate it -- during the 

5| period that followed the ending of the war Canada 
6| Shipped trenaendous quantities of her forest pro- 

7| duction, including lumber of all kinds and the 

g| other production which I :entioned, and newsprint, 
g| but they were paid for largely by finance fron 


10| the Canadian Government 
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and with the help of the Marshall Plan from the 
United States, and when that help fell off our 
forest product business with the United Kingdom 
dropped off tremendously. We found ourselves, 
instead of being the largest supplier of such goods 
into Great Britain -- as we were in 1954 -~- reduced 
to fourth place. Sweden was first, Finland second, 
and Norway -- we were neck-and-neck with Russia 

for third and fourth place respectively; but last 


year the pendulum started to swing the other way, and 


this year, due to the favourable dollar position 
that Britain occupies, we are now up running neck- 
and-neck with Sweden for first place. It is a 
remarkable change, and due largely to the improved 
dollar position of Great Britain. 

Our exports of softwood products, of which 
there are a large number, the most important of 
which is newsprint -- our exports of softwood ran 
less than 8 million pounds sterling in the first 
seven months of 1959, and during the same period of 
1960 they were practically double that. It is an 


amazing change, and in no small degree the increase 


comes from the sale of automobiles from the United 
Kingdom, which is the largest single factor in 


their exports to this country. 


Forest products alone that were shipped 


during the years 1958 and 1959 -- Canada's exports 


to the United Kingdom averaged $133 million; the 


value of motor vehicles imported into Canada during that 
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period was approximately 25 per cent of that 
amount -- $32 million as against 133° Mil) Lom, 

Now, not only do we feel that this mutually- 
beneficial two-way trade between Canada and the 
United Kingdom should be encouraged, but I join with 
Mr. Jansen in stating one of thatrue facts of Life, 
that trade is no one-way street; it is usually 
multilateral and in many cases has a two-way trend. 

In the case of Germany, Canada's commodity 
exports to Germany in the years 1957 and 1959 averaged 
approximately $141 million. Canada's exports of 
commodities to Germany in the year 1958 exceeded 
$200 million. Now, that was an extraordinary situation 
there, due to some export of some automobiles. But 
if you take the average for the two years 1957 and 
1959 Canada's total imports from Germany during 
that period, as against exports which averaged 
$141 million, our imports were $110 million; and it 
is a very significant fact that those figures do not 
inelude, as pointed out in our brief, Canada’s exports 
to Germany that go through the Netherlands and through 
Dutch ports, which, if they were added on to the 
German figures,would show that the balance in Canada's 
favour would be much more noticeable and much more 
important -- if we took in the imports into Germany 
from Canada through these two countries. 

Now, apart from the singular fact that while 
Canada has moved into the position of a manufacturing 


nation over the last ho years, the very significant fact 
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that stands out is that the proportion of our 

exports -- that is of manufactured goods -- in 

relation to our other exports has never increased. 
Canada has become the world's fifth 

largest trading nation largely through the export of 

our basic materials and semi-finished products to 

these otner countries. We have a special interest -- 

and when I say '‘we'" I refer to Canada and, more 

particularly, the Province of British Columbia on 

behalf of whose forest industries I am now speaking -- 

we have a special interest and one that can be 

developed in association with Mr. Jansen's revrw 

of the spectacular figures he gave here today. 

Taking the plywood industry of Canada, 85 per cent 

of all plywood made in this country comes from 

British Columbia. Most of it is consumed in 

Canada, and the only really bright spot that the 

plywood industry have had during the period of 

unemployment -- and employment has dropped over 25 per 

cent -- is the increased export to the United 

Kingdom primarily and to elsewhere -- extending to 

Germany. Our plywood sales last year to the United 

Kingdom from British Columbia were $7 million. 

This year the indications are they will double. 

But the very important fact is that the large part 


of those increases arise out of the fact that plywood 


from British Columbia is used for the packages in 


which the British car manufacturers ship their cars 


to all parts of the world; and we have only skirted 


the market. But the results nave been phenomenal. Th 
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plywood sales to the automotive industry have gone 
up from roughly $1 million to $3 million in less 
than a year, and the indications are that we can 
treble them within 12 months. 

That market for Canadian plywood in the 
automotive industry in the United Kingdom represents 


a gain from the Baltic countries. Those packages 


were made from Baltic softwood until British Columbian 


plywood went into the picture. 

Sales of plywood in Britain -- these are 
comparative figures, but I think they are 
Significant -- in 1955 our sales of plywood were 
18 million square feet. In the first half of this 
year alone they were over 100 million square feet; 
so that by the following year we would expect they 
would be 200 million square feet or more; and if 
Britain doesn't have the dollars to buy our plywood 
Ghey rwidiepropabiyi go, Dhexpects, (tetthe Salcre 
softwood. 

Now, very recently -- and this is where I 
gt some encouragement from Mr. Jansen's rather 
fantastic figures -- they are fantastic -- they are 
phenomenal, to say the least -- Canadian plywood, 
or western Canadian plywood, is receiving increased 
acceptance with the automotive industry in West 
Germany, including the Volkswagen Company. They are 
following the trend followed in England, and I can 
see, if they are going to export a million cars, 


the tremendous possibilities to the Canadian economy 


of such a move. 
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I can say quite frankly, in view of the 


drop in housing starts in canada and the United 
States over the last eleven months, with a 25 per 
cent drop in the production in the plywood 

industry alone in British Columbia, that if it had 
not been for the United Kingdom market the situation 
for the British Columbia plywood manufacturers would 
have veen very serious; and the automotive industry, 
as I have said, is a very important part of that 
LROUBELY « 

Mr. Commissioner, yesterday one of your 
representatives of one of the companies -- I believe 
it was Mr. Todgham -- said that if money is 
spent in the United Kingdom or the United States 
it was done and his company couldn't get even one 
or two cents, I think the expression was used. 

But I can assure you that the Canadian forest 
and fishing and mining industries were not only 
getting back a hundred cents but were getting 50 
per cent interest rate on 4tudn'ali casesstoothe 
sale of exports. 

It is not in our brief, Mr. Chairman, but 


I would perhaps put in a word for the secondary 


industries. We can do with more secondary industries 


in this country, a lot of them. 


THE CHAIRMAN: Thank you for those kind 


words for Ontario. 


MR. NICHOLSON: But surely the industries 


will be the ones that can use our natural resources and 
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our materials to the best advantage. There are 
companies in this country which are using Canadian 
raw materials and exporting successfully. I can 
think of the Consolidated Mining and Smelting 

Company with their exports in fertilizers, the 
Synthetic rubber plant in Sarnia, with which I was 
associated in its first ten years, exporting in 
competition with other countries. The automotive 
industry may be one of those same types. A comparison, 
perhaps, with the farm implement industry may be a 
good example. We have free trade in farm implements 
between Canada and the United States, and most 

people in this room will remember the prediction of 
dire consequences to the industry because of that. 

The same was said when the free movement of newsprint 
was commenced, and yet both industries prospered 

in the commodity free trade in these products; 

and I think, with respect, that there is a lot of 
merit in your suggestion that a selective free 

trade in the automotive industry in parts would 

have great possibilities based on what has 

happened in these other industries. At least I 
think the people of the Maritimes and western Canada 
would benefit in that free trade; they wouldn't 

of a thousand dollars on every 


pay that premium 


automobile, when they have to sell their fish and 
lumber with the people across the Maine. 
On that note I would close, Mr. Commissioner, 


It is not in the brief, but I think it should be explo 
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THE CHAIRMAN: Thank you, Mr. Nicholson. 

AS to your final remarks about agricultural 
implements, I think it was suggested to Mr. 
Keenleyside the possibility of some tax deal I have 
been talking about, and I have at the moment a study 
of the operation of arrangements under the 
agricultura] implements industry underway, in the 
hope that it may be suggested. 

I don't want to ask you very much. Perhaps 
I would like to ask you one or two rather provocative 
Questions. 

I understand that the Canadian government 
has asked the Japanese government to put a voluntary 
guota on exports of plywood to Canada. In other 
words, these free trade sentiments don't stand up in 
British Columbia when it comes to plywood. 

MR. NICHOLSON: With all due respect, 
the free trade stands up in Britisn Columbia, 
with one possible exception, plywood, and I can give 
you the reason for it. There is a very good reason 
Lo AG. 

THE CHAIRMAN: Perhaps it is only fair, Since 
I have drawn attention to it, that yeu should say 
something about it. 

MR. NICHOLSON: Actually there is not only 
plywood coming hto Canada from Japan which 


some 


doesn't compete with our British Columbia plywood, 


which is a hardwood, but the Canadian plywood industry 


has been built up -- it is a special type of plywood; 1t 
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is made of the softwood Pip sands itt. specially 
prepared for exterior application in Canada. If you 
use another type of plywood used for interior 
decoration which doesn't deteriorate, you can make 
the plywood for roughly 50 per cent of the cost of 
the other, and the Canadian public can't tell the 
difference between the two products; even the 
Canadian Customs can't tell the difference. In our 
brieft whicm has beenifiled this ve gone into at 
considerable length, and if a formula can be found 
to correct that unique situation in plywood, we 
would welcome free trade in plywood and all forest 
products. 

THE CHAIRMAN: Suppose we take the other 
Suggestion. I gather that the Japanese automobile 
industry is now developing very effectively. of 
eourse, idtasiVvery close: to British Cofumbia. FyYou 
would happily see Japanese cars enter under the 
normal tariff arrangements. 

MR. NICHOLSON: Under normal tariff 
arrangements. The tariffs that exist today should 
be sufficient. 

THE CHAIRMAN: You have no problem? 

MR. NICHOLSON: No problem. In fact, I 

a 
would think that the softwood plywood, being/somewhat 
lighter material -- we could perhaps do the same 
in the Japanese market in packaging of their exports. 
THE CHAIRMAN: I think really what I mostly 


want to say is this, that I assure you that the 


—_ ~. 
aa 


eran 
ot a Go cit. sono oh vena 


at “T 


ory 3 ; ‘ ebaney mt Robtuadtoge soltstes ar 
iM 


dian wey 


weilst Wek eis ele a aT ie 
sili Wao Woy, oaeaitied eB Si paod ‘do Lite sichiaartieane aie 
ter teas Hitt to Sood" ihg"Oe yteinden’ aut Roowerg ade 2 | 
o89 Ttsd Pinas Cheded"seLbendd sd? Bap sede Buds. é 
t 

7 


am 


sitt now is vsubertd cat: bd  nogited SONS 


Nay 


nig OF vastiorottib odd fied see pmcdaq0 feet hari: o~ 
$a ddat snow’ at btdd Deli? ceed ean saitcw Yskid, 
hatiot St ano etinvict “ii S2\Gehyaddek etddcebhenen: 
ain Heouela“nt dotseidiz ayktnu dens dootias ed J 
Suede (ta baw boowete nb “Snexs 99%? ‘sncolot Bigew 
ou boag 
aoads seid” exes o# eesnqut > sMAMALAHD GHD: 
alidonod=4 emedszar, ard sacs tic tea I - .\noldeonpun: 
70 Ylbvidos tts wie <ythyoteveb’ ‘Wor zt yivadoalt 
yov étdiguites ueijing of taka Yiey fb SI ,Senyes 


ai) ‘soley fadas te: sashbaat ase. yftacen.bivaw 


nh a 
sstnomegnsetts Tiited fearon 
eer Fonte ek Gee lon 3 
'Tisss Letom. tslhn0: : WOSION0LW LAM ] 
ihe ae t - . 
Pistons Wahoos daleo Jed? ebitae?* ant  etionemierta - 
a Ps , ve 
. saelol tine ed. 
"iol doxg om erat dot: PUAMALAND SHY. 
son ot .ms{doig of 1eIcHire Jam: 
Sailowasaesiad boowgty beaediog edit ded yntde Afvow- 
omea afd of aqaitzeg, bition 9 ews Lapregon retiigt rt: 
cadtoaxe thas 10° grit gente oq‘ it dios PRGHEGED: wet? me. 
“i: tuo < tate eltoes sicit a gt a epett a: ee 


stig * Fen voy sauce t a . shad at xee oF tran 


= 


es 
“ 
E> 4 
a 
t§.. 
ss 
9 


25 


26 
ae 
28 
29 


30 


ANGUS, STONEHOUSE & GO. ETD, 
TORONTO, ONTARIO 249 iy 


repercussions of anything that is done about the 
automotive industry will not be ignored, that I 
recognize it is my duty to consider the automotive 
industry LA heneext of the whole economy and not 
ao am industry by itselr: 

MR. NICHOLSON: As I said in my original 
letter to you, it is only in the hope that we can 
sound this warning note that we are here at all. 

THE CHAIRMAN: It is a very useful note, and 
IT thank you. 

I have a note about tomorrow. For the 
convenience of the Interprovincial Farm Union Council, 
we are going to hear their submission first at 9.30. 
After that we shall follow the order of the 
submissions as it appears in the mimeographed 
sheets. 


We will adjourn. 
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